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BEFORE THE
SURFACE TRANSPORTATION BOARD

El DUPONTDE NEMOURS AND COMPANY )
)

Complainant, )
)

v ) Docket No NOR 42099
)

CSX TRANSPORTATION, INC., )
)

Defendant )

COMPLAINANT'S REPLY EVIDENCE

Complainant EI du Pont dc Nemours and Company ("DuPont") hereby submits its

Reply Evidence in response to the Opening Evidence of defendant, CSX Transportation, Inc

("CSXT"), filed in this proceeding on February 4,2008. This Reply Evidence consists of three

parts (a) an Argument that summarizes the evidence submitted and discusses the legal standards

to be applied in this case, (b) the Reply Verified Statement and accompanying exhibits of Mr

'lliomas D Crowley, President, L E Peabody and Associates ("Crowlcy Reply V S "), and (c)

various exhibits from both public sources and discovery of CSXT in this proceeding
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BEFORE THE
SURFACE TRANSPORTATION BOARD

El DUTONT Dli NEMOURS AND COMPANY )
)

Complainant, )
)

v ) Docket No NOR 42099
)

CSX TRANSPORTAHON, INC., )
)

Defendant. )

PARTI—ARGUMENT

DuPom has challenged the reasonableness of CSXTs rail transportation rates in this

small rate case, and two others, under the Three-Benchmark approach adopted by the Board in

Simplified Standards Jor Rail Rate Casey, Ex Parte No 646 (Sub-No 1), decision served

September 7,2007 (petition for reconsideration pending) ("Simplified Standards") In this

proceeding, DuPont has challenged CSXT's rates for three movements of two different

commodities The first movement is of synthetic plastic powder, STCC 2821163, from

Ampthill, VA to Wyandottc, Ml ("Amplhill Movement") The second and third movements are

of plasticizcrs, STCC 2818967, from Heyden, NJ to Duart, NC ("Quart Movement") and

Washington, WV ("Washington Movement")

Pursuant to the procedures adopted in Simplified Standards, DuPont and CSXT

simultaneously presented Opening Evidence on February 4,2008 In their opening evidence,

each party identified its initial group of comparable traffic from the Board's Confidential Waybill

Sample for the years 2002-2005, applied the Board's formula for adjusting the average revenue

to variable cost ("R/VC") ratio of the comparable traffic group, and presented evidence of "other



PUBLIC VERSION

relevant factors" to make further adjustments to the R/VC ratio of the comparable traffic group

In addition, DuPont also presented its evidence of CSXT's market dominance over the issue

movements, including evidence regarding the variable cost of the movement in order to satisfy

the "junsdictional threshold" requirement of 49 U S C 10707(d)

According to Simplified Standards, in Reply Evidence, each party must select its "final

offer" comparison group A party may select its final comparison group only from movements

contained in either party's opening evidence comparison groups Furthermore, any movement

that was in both parties' opening evidence comparison group must be included in each party's

final comparison group Simplified Standards, p 18 The Board then will select the comparison

group "that it concludes is most similar in the aggregate to the issue movements," as the

foundation for determining a maximum reasonable rate for the issue movements Id

DuPont presents this Reply Evidence and Argument in seven parts Part I responds to

CSX Ts charge that this case is not appropriate for resolution under the Three-Benchmark

approach. Part II answers CSX'I 's attacks on the Three-Benchmark approach itself Part III

addresses the differences between the parties' variable cost calculations for the issue movements

Part IV identifies the factors that DuPont applied to determine its "final offer" comparison

groups and responds to those factors that CSXT applied in its opening evidence Part V responds

to CSXT's evidence of "other relevant factors"' Part VI presents the maximum R/VC ratios for

the issue movements based on the DuPont "final offer" comparison groups, as adjusted by the

"other relevant factors" presented in the DuPont Opening Evidence Finally, Part VII

summarizes the re lie I* that DuPont requests

1 DuPont is discussing CSXTs adjustments to the RSAM calculation and its "market-based" adjustments or the
comparable traffic group R/VC ratios to 2007 levels under the rubric of "other relevant factors," although CSX1 has
not identified them as such
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1. THIS CASE IS APPROPRIATE FOR DECISION UNDER THE THREE-
BENCHMARK APPROACH

CSXTs Opening Evidence is charged with rhetoric and innuendo that has absolutely no

bearing upon the Board's resolution of this proceeding, or any of the other two small rate cases

filed by DuPonl, pursuant to the Three-Benchmark approach adopted in Simplified Standards

CSXTs assertions are nothing more than an attempt to put a ne\v spin on arguments that the

Board considered and rejected in Simplified Siandards regarding the proper use of the Three-

Benchmark approach

First, CSXT continues to argue that simplified rate standards should apply only to small

shippers, not small cases Although CSXT states that it does not seek to prevent any of the three

small rate cases filed by DuPont from going forward, CSXT asserts that "they hardly constitute a

'truly small case* for a 'small shipper' " CSX I Op F,v at 3 CSX'l seems to believe that,

because DuPont is one of CSXTs largest customers and ships thousands of carloads in hundreds

of traffic lanes annually, DuPont should not be permitted to file a small rate case Id at 2 But,

as the Board correctly observed in Simplified Standards\ p 5, note 5, "under the statute eligibility

must be based on the value of the case, not the size of the shipper."

CSX T, however, would define the value of this case as the value of the total business

DuPont conducts with CSXT, not the value of the case actually presented to the Board

Specifically, CSXT argues that "[t]he traffic covered by this Complaint and its two companions

are simply small component parts of a far larger dispute between the parties regarding hundreds

of lanes of traffic long governed by a complex, integrated Master Contract" CSXT Op Ev at 2-

3 But if the size of DuPont and its total traffic volume on CSXT are the criteria for determining

eligibility to use the Three-Benchmark approach, then DuPont would be deprived of any

practical form of relief from unreasonably high rates The statute does not require an "all or
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nothing" approach - a shipper with a number of movements on a earner may choose to challenge

all of them, many of them, or just a few

DuPont would much prefer to enter into a new master contract with CSXT for all of its

traffic at reasonable rate levels But a contract is supposed to be the result of negotiations in a

competitive market I Icrc, no such market exists CSX 1' has abused its market dominance over

much of the DuPont traffic to demand unreasonably high rates

DuPont does not take issue with every single rate that CSXT has established for its

traffic But CSXT is offering only a package contract that forces DuPont to pay unreasonable

rates on many traffic lanes in order to receive reasonable rates on some CSXT's approach runs

counter to the statutory requirement that each and every rate charged by a market dominant

carrier must be "reasonable." 49 U S C 10701 (d) ("If the Board determines that a rail carrier

has market dominance over the transportation to which a particular rate applies, the rate

established by such carrier must be reasonable ") DuPont stands ready to negotiate a new

master contract with CSXT as soon as CSXT is prepared to offer reasonable rates for DuPont

traffic

Under Simplified Standards, DuPont is entitled to challenge the reasonableness of

individual rates for individual movements, as it has done in the three small rate cases it filed

against CSXT DuPont is not required to challenge every single rate that CSXT has published

for it Nevertheless, DuPont is mindful of the Board's concern that a shipper not attempt "to

divide a large dispute into multiple smaller disputes " Simplified Standards at 32 But DuPont

has not even come close to crossing that line

for all of the rhetoric in its opening evidence, CSX'l does not actually accuse DuPont of

impermissibly dividing its claims That is because DuPont has not sought to manipulate the
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Board's proccs m its three small rate complaints Each of the seven movements at issue is

sufficiently discrete and has sufficiently low annual volume so as to make a Full Stand-Alone

Cost ("Full-SAC") presentation too costly given the value of each case individually or combined

In Simplified Guidelines, p. 32, the Board noted that a Full-SAC case costs approximately 55

million This estimate is based upon cases involving the presentation of mostly single-

commodity stand-alone railroads where the issue traffic moves between a single origin-

destination pair A multi-commodity stand-alone railroad with multiple origins and destinations

spread across a wide geographic area could require an even more costly Full-SAC presentation

The seven movements of four different commodities in the three DuPont small rate cases are

spread across origins and destinations in eight states New York, New Jersey, Michigan,

Mississippi, Virginia, West Virginia, North Carolina and Tennessee There is little to no overlap

in their routes and the distances involved would require DuPont to create a stand-alone railroad

that replicates a very sizeable portion of CSXTs entire rail network Moreover, based upon 2006

traffic volumes for the issue movements, even without the $1 million rate relief cap imposed

upon each of the three complaints filed by DuPont, the total relief calculated by DuPont in its

Opening Evidence would not exceed the Board's $5 million cost estimate for a Full-SAC case

DuPont has filed only three rate cases, involving a total of seven geographically dispersed

movements and four commodities Until DuPont docs significantly more than that, CSXT

cannot reasonably argue for aggregation Indeed, CSXT has limited itself to empty rhetoric—it

has not raised any aggregation objections to the three pending DuPont small rate cases The

Board cannot make any aggregation determination based on speculation about cases that have

not been, and may never be, filed Accordingly, the Board should disregard CSXT's rhetoric and

apply the Three-Benchmark approach in accordance with Simplified Standards
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Finally, CSXT makes a baffling assertion that, because the issue movements consist "of

two different commodities between three separate O-D pairs ., such a bundling of movements in

a single Complaint should not be permitted and is not what the Board intended when it adopted

the "I hrcc-Benchmark1 methodology " CSXT Op Ev at 4 According to CSXT, it is somehow

prejudiced because "this single Complaint requires the submission of evidence regarding three

separate movements of two different commodities whose transportation characteristics differ

materially " Id at 5 But DuPont just as easily could have filed separate complaints for each of

the three issue movements, and had it done so, CSXT would have been required to defend, and

present evidence in, three different proceedings instead of only one The evidence would not

have been any different just more repetitive and more voluminous

CSXT also contends that "DuPont has stepped outside the bounds of the Three

Benchmark approach by filing three Complaints covering a total of four commodities and seven

different movements " Id, note 6 DuPont combined its seven total claims into three cases

based upon whether the commodities transported were a toxic-by-mhalation ("Till") hazardous

material, a non-'I IH hazardous material, or a non-ha/ardous material, because DuPont viewed

this approach as the most efficient way to litigate the common issues in these cases for both the

parties and the Board Because the two commodities in this case are non-hazardous, DuPont

grouped them into a single complaint for the most efficient presentation of evidence. As proof

that no good deed goes unpunished, the Board held that the Three Benchmark $1 million relief

cap would apply to each case rather than each movement Decision served Jan 22.2008, p 3

Thus, CSXT has benefited from the aggregation of seven movements into only three complaints

The Board should treat CSXT's assertions as what they arc hollow posturing
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II. CSXT's CHALLENGES TO THE THREE-BENCHMARK METHODOLOGY
ARE INCORRECT

At pages 8-14 of its Opening Evidence, CSXT re-ploughs ground that CSXT has trod

many times before, in the Simplified Standards proceeding, by challenging a number of aspects

of the Three-Benchmark methodology itself Indeed, as noted below, some of CSXTs

challenges attempt to unsettle lav* decided a decade ago.

CSXTs challenges to the '1 hree Benchmark approach are wrong as a matter of policy and

law, and were correctly rejected by the Board in Simplified Standards Although CSXT and

several other (but not all) rail carriers have appealed the Simplified Standards decision to the

U S Court of Appeals for the District of Columbia Circuit, DuPont asserts that the railroads'

challenges to the Three-Benchmark approach are meritless, and will be so tbund by the Court

Eligibility Limits. CSXT objects to the Board's decision in Simplified Standards to

set the eligibility limits in Three-Benchmark cases at $1 million CSXT argues that the $1

million eligibility limit "subjects far too much traffic" to the Three-Benchmark methodology

But the statutory test for eligibility is not whether "too much trallic" (in the railroad's eyes) is

encompassed by the Three-Benchmark procedure Rather, it is whether the Three Benchmark

methodology fulfills the statutory command for a "simplified and expedited" procedure, by

effectively enabling a party to challenge the reasonableness of a rail rate in cases where a full

stand-alone cost presentation is "too costly, given the value of the case " 49 U.S C 10701(d)(3)

In light of that statutory requirement, the $1 million eligibility threshold is clearly too

low In establishing that requirement, the Board assumed that a Three-Benchmark case would

cost only $250,000 to litigate The $1 million eligibility limit was chosen to provide a potential

complainant with a proper "risk factor" See. Simplified Standards at 31-32 But the litigation

tactics employed by CSXT in this case - which has involved a CSXT Motion to Dismiss, a
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CSXT Motion to Hold in Abeyance, a CSXT Motion for Clarification, and the need for DuPont

to file a Motion to Compel - suggests that the Board's estimate of the cost of a Three-Benchmark

case may be significantly understated DuPont notes that a number of entities have asked the

Board to revise the eligibility limits upward See, Petition for Reconsideration filed by Interested

Parties on October 12,2007 in Ex Parte 646 (Sub-No 1), pp 2-12

The Three-Benchmark "Presumption." CSXT objects to the Three-Benchmark

"presumption" that an adjusted R/VC ratio derived from a group of comparable movements

establishes a maximum reasonable rate CSXT characterizes the Board's Simplified Standards

decision in this respect as a "mechanical application" of a formula CSXT is wrong The

Board's decision in Simplified Standards makes clear that, if the challenged rate is above a

reasonable confidence interval around the estimate of the mean for the adjusted comparison

group, it will be "presumed unreasonable " In such cases, the maximum rate will be prescribed

at that boundary level, but only "absent any 'other relevant factors'" Simplified Standards at 21

[emphasis added] Thus, the Board's decision in Simplified Standards makes clear that the

presumption will apply only where there is no other evidence of reasonableness The Board's

decision does not indicate that "other relevant factors" will be considered on something other

than an "equal footing" with the evidence on comparability, as CSX'I incorrectly charges CSX 1'

Op Ev, p 11 The Board's requirement that "other relevant factors" be quantifiable is a

reasonable one, and not challenged by CSXT See, Simplified Standard* at 22

Movement-Specific Adjustments to URCS. CSXT reiterates the railroad

industry's oft-cxprcsscd objection to the Board's decision to permit no movement-specific

adjustments to URCS variable costs While DuPont strongly believes that the actual variable

costs of the issue movements are far below the costs produced by URCS, DuPont also believes
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that the Board's decision to allow no movement-specific adjustments is particularly appropriate

in Three-Benchmark cases CSX'I is flatly incorrect in arguing that many movement-specific

adjustments "can be made with little litigation expense " CSXT Op Bv at 11 As the Board has

found, allowing such adjustments would drive the cost of these cases up to patently unacceptable

levels See, Simplified Standards at 84

Moreover, CSXT's cntiquc in its Opening hvidcncc, p 11, makes no mention of the fact

that, if movement-specific adjustments were made to the cost of the issue movement, then

movement-specific adjustments also would have to be made to the cost of the comparable

movements, so as not to distort the comparison But as the Board correctly pointed out in

Simplified Standard*, if the movements were similar, "they would likely get similar adjustments,

which could cancel these adjustments out" Simplified Standards at 84 [citation omitted]

Product and Geographic Competition. CSXTs objection to the Board's refusal to

consider evidence of product and geographic competition attempts to resurrect an issue that was

settled a decade ago in Market Dominance Determinations—Product and Geographic

Competition, 3 S T B 937, 949(1998),affdAssoc ofAmer RR v STB, 306 F 3d 1008 (D C

Cir 2002) ("P&G Competition") The Board concluded that the statute does not require it to

consider product and geographic competition, id at 946, and that to do so would impose

substantial burdens on both the parties and the Board, id at 947 Indeed, the Board noted that

consideration of product and geographic competition imposes burdens on the Board "that extend

the processing of rate cases," id, a consequence that is anathema to the statutory requirement of

a simplified and expedited method for determining the reasonableness of challenged rail rates.

49 L J S C §10701(d)(3)

10
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The Board also expressed concern that consideration of product and geographic

competition requires it "to address complex non-transportation issues , thus significantly

complicating and prolonging an analysis of the record," and requiring it "to 'second guess'

shipper management" about issues beyond the Board's expertise P&C Competition^ at 947 The

Board expressly cited examples of prior cases in which it was required to determine whether a

paper manufacturer could alter its production process to use a different type of wood and

whether the end users of aluminum containers could switch to plastic or glass Id

The Board also noted thai the minimal harm to railroads of excluding evidence of product

and geographic competition was outweighed by the harm it would cause to shippers

When effective product and geographic competition is present but
difficult to demonstrate, the earner will be no worse off if the
effectiveness of this competition is determined by a complicated
antitrust-type market dominance analysis or confirmed by the rate
reasonableness analysis Conversely, if there is not effective
competition, then a protracted examination of product and
geographic competition, followed by an expensive and time-
consuming rate analysis, works to the detriment of all parties
Only if the prospect of such an onerous regulatory process deters
the filing of a rate complaint would the railroads benefit
However, the market dominance requirement should not be used as
a litigation weapon, and Congress certainly docs not intend for it to
be used to chill pursuit of legitimate rate relief as envisioned under
the statute

Id, note 60 In addition, the Board noted that, "if there are product and geographic competitive

alternatives that are obviously effective, a shipper would be unlikely to pursue a regulator)' rate

challenge " Id at 948

The evidence in this case also is that product and geographic competition has had little to

no effect upon CSXTs pricing of DuPont traffic Exhibit A, titled "DuPonl Contract Fact

Sheet," is an internal CSXT document prepared after the breakdown in contract negotiations with

DuPont The last bullet on the third page (CSX-A1.LHC-005746) slates.

11
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Finally, tremendous consolidation in the rail industry has rendered product and

geographic competition much less effective than it may once have been Since there is

effectively a railroad duopoly in the eastern and western halves of the country, the odds arc quite

high that a potential source of product or geographic competition also is served by the same

railroad. Moreover, as long as the issue commodity or the substitute commodity must move by

rail to or from a point served by the defendant railroad, such product or geographic competition

cannot be described as "effective "3

Alleged Regulatory Lag. CSXT argues that the Board has failed to adequately

address the alleged "inherent bias" caused by using rates from 2002-2005 to judge the

reasonableness of a rate in 2007-2008. CSXT is wrong See infra at pp. 33-35 In Simplified

Standards, the Board correctly noted that an adjustment to rail costs is not necessary, since,

because the Three-Benchmark approach focuses on R/VC ratios where price levels arc reflected

in both the numerator and denominator, the effect of price shifts associated with inflationary

2 All shaded text is CONFIDENTIAL and HIGHLY COMHDLNTIAL information that has been redacted from the
public version of this pleading
3 For example, I

I he tact that
DuPont may obtain a lower transportation cost due to the shorter distance is a factor attributable to CSX l"s lower
cost, not to competition CSXT can charge a lower rate and still earn the same or even a greater R/VC ratio on the
alternate movement

12
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increases is largely oil set Simplified Standards at 85. And, the Board also correctly ruled that a

revenue adjustment is not appropriate Id

Moreover, it would not be proper to adjust the maximum rate to account for an alleged

lag, without also recalculating the RSAM and R/VO180 ratios, to account for the same lag

This is because alleged revenue increases by a earner in any intervening time period would, all

other factors being equal, shrink the shortfall to revenue adequacy, thereby decreasing the

RSAM The R/VO180 may increase as well, if the carrier has raised rates on traffic with a

revenue to cost ratio of more than 180 percent A decrease in the RSAM (whether or not

accompanied by an increase in the R/VO180) would reduce the "expansion ratio" (the ratio of

the RSAM to the R/VO180), thereby in turn reducing the presumed maximum reasonable rate

CSXT's attempt to "fully rcflcctf] current market rates" without currently reflecting all the

factors that go into the maximum reasonable rate calculation, is simply an attempt to "pick and

choose" those pans of the process that arc - at this moment in time - most favorable to it

finally, the Board has consistently and correctly determined in prior cases that the use of

a four-year average was desirable "given the cyclical nature of railroad traffic," the need to

"smooth out annual variations," and to "minimize the impact of any year that may have been

aberrational for that carrier "4 CSXT's methodology has the effect of elevating the importance of

the current year's rates in a five-year rate prescription, no matter where the current year is in the

rail economic cycle

Sources of Information. Finally, CSXT objects to the Board's ruling that parties to

Three-Benchmark cases must base their selection of a comparison group and any advocacy for a

J See McCarty Farms v llurhnglon Northern Inc, 4 1 C C 2d 262 (1988), rev'don other grounds, Burlington
Northern R R'Co v /CC, 985 F 2d589(DC Cir 1993), South-West R R Car Part* Co v Missouri Pac RR Co,
Docket No 40073, 1988 ICC LEXIS 370, * 14 (Dec I, 1988), Rale Guidelines—Non-Coal Proceedings, 1 STB
1004,1032-33(1996)

13
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particular comparison group solely on Waybill Sample data released to the parties or other

publicly available information The Board's restriction is an eminently reasonable limitation to

prevent Three-Benchmark cases from drowning in discovery, a result that would be contrary to

the Congressional requirement for a "simplified and expedited" method for determining the

reasonableness of rates when a full stand-alone cost presentation would be too costly, given the

value of the case.

III. CSXT HAS NOT FOLLOWED THE BOARD-MANDATED PROCEDURES FOR
CALCULATING VARIABLE COSTS

In its Opening Evidence, DuPont calculated the variable costs of the issue movements

using the Board's Uniform Railroad Costing System ("URCS") Phase III cost program without

adjustments, as required by the Board's October 30,2006 decision in Ex Parte No 657 (Sub-No.

1), Major Issues in Kail Rale Cases CSXT followed the same procedures with one exception

that accounts for the difference from the variable costs calculated by DuPont

The difference is in the loaded miles input to URCS Whereas CSXT used loaded miles

from its internal records. DuPont used the loaded miles generated from the PC*Miler|Rail

program (version 10), which is from the same database used in the Waybill Sample Crowley

Reply V S at 5-6. Because DuPont has followed the procedures mandated by the Board, the

Board should use the DuPont vanable cost calculation Simplified Standards at 84 ("simplified

guidelines can only be achieved by adhering strictly to the URCS model to calculate vanable

costs")

14
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IV. "FINAL OFFER" COMPARISON GROUP

Although DuPonl and CSXT have agreed upon several relevant factors in selecting their

initial comparison groups, there are several fundamental differences The common factors

applied by both parties are car type (e g tank cars for the Ampthill Movement and covered

hoppers for the Duart and Washington Movements), private car ownership; CSXT originated and

terminated movements, and movements with an R/VC > 180 After carefully considering the

other factors applied by CSX'l, DuPont believes that, with two modifications noted in this Reply

Evidence below, its initial comparison groups for each of the issue movements arc the "most

similar in the aggregate to the issue movements " Simplified Standards at 18

DuPont witness Crowley compares the initial comparison groups of DuPont and CSXT

for each of the three issue movements See Crowley Reply V.S. at 9-11 and Exs '1 DC-10,11

and 12 He then reviews and critiques each of the criteria applied by CSXT to select its initial

comparison groups Id at 11-22 Finally, Mr Crowley explains the modifications that DuPont

has made to its "final offer" comparison groups and presents each group in Exhibits TDC-16, 17

and 18 Id at 23-24.

As discussed in detail below, the DuPont "final offer" comparison groups for the

Ampthill, Duart and Washington Movements consist of the following

Ampthill Movement

1. The DuPonl initial comparison group,

2 less any STCC not listed in CSXT tariff 28211,

3 less the movements originated or terminated by a short-line or switching carrier

based on the Freight Station Accounting Code ("FSAC") information reported in the Costed

Waybill Sample

15
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Quart and Washington Movements

1 The DuPont initial comparison groups for each lane,

2 less any S ICC nol listed in CSXT lanlT28003,

3 less the issue movements for each lane, as identified by CSXT

A. CSXT Factors Accepted by DtiPont

In its "final oiler" comparison groups, DuPont has accepted, either partially or

completely, three factors applied by CSXT These factors concern the selection of comparable

commodities, the identification of issue traffic, and the exclusion of movements that are

originated or terminated by a switching or short-line earner

1. DuPont has narrowed its "final offer" comparison groups to
commodities in CSXT Tariffs 28003 and 28211

In its Opening Evidence, DuPont did not apply STCC as a selection cnteria in any of its

three initial comparison groups CSXT, however, applied the 5-digit STCC 28211 to the

selection of comparable traffic for the Ampthill Movement and applied all STCCs listed m

CSXT Tariff 28003 to the selection of comparable traffic for the Duart and Washington

Movements. DuPont has narrowed its "final offer" comparison groups for all three movements

based upon partial acceptance of CSXT's criteria Crowley Reply V S at 13-14

DuPont accepts CSXT's narrower comparison group for the Duart and Washington

Movements based upon all SI CCs listed in CSXT Tariff 28003 As CSXT notes, it "includes

these commodities in the same tariff, in its normal course of business, because of their common

characteristics, uses, and markets" CSXT Op Hv at 21 DuPont agrees with CSXT that

"[b]ecause of the similarity of the commodities contained in CSXT-28003, demonstrated in

CSXT's grouping them in a single tariff for business reasons," those commodities are an

appropriate comparison factor for the Duart and Washington Movements Id at 22 Therefore,
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DuPont has narrowed its identification of comparable commodities lor the Duart and

Washington Movements to those commodities in CSXT Tariff 28003

Although DuPont rejects CSXTs use of the 5-digit STCC 28211 for the Ampthill

Movement as too narrow, DuPont believes that CSXT's rationale For selecting comparable

commodities for the Duart and Washington Movements should be applied to the Ampthill

Movement CSX'I prices the transportation of synthetic plastic powder in CSXT Tariff 28211,

which includes STCC 28211 and six other STCCs at the 7-digit STCC level5 Thus, it is

reasonable to conclude that, as with CSXT Tariff 28003, CSXT "includes these commodities in

the same tariff, in its normal course of business, because of their common characteristics, uses,

and markets " Id at 21 Therefore, DuPont has narrowed its identification of comparable

commodities for the Ampthill Movement to those commodities in CSXT Tariff 28211

2. DuPont has accepted CSXT's criteria for identifying the issue
movements for exclusion from its "final offer" comparison group

Although both DuPont and CSXT excluded the issue traffic from their initial comparison

groups, they employed different methods to identity the issue traffic in the Waybill Sample.

CSXT identified movements as "issue traffic" based on origin, destination and STCC code

DuPont identified "issue traffic11 as movements in DuPont (DUPX) cars Upon review of

CSX T's evidence, DuPont accepts CSXT's identification of issue movements and has omitted

these movements from its comparison groups Crowlcy V S at 12-13 This change affects only

the Duart and Washington Movements.

However, DuPont disagrees with CSXT's methodology for exclusion of the issue

movements from the comparison groups Id CSXT excludes both the Duart and Washington

Movements from its single comparison group for both movements But only the Duart

5 These other STCCs are 281S130,2818066, 2818606,2818662 and 2821221
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Movements should be excluded as issue movcmcnls from the Duart comparison group and only

the Washington Movements should be excluded as issue movements from the Washington

comparison group

CSXT concedes that "[i]t makes little sense to 'compare1 the current rates charged on

issue traffic with historical rates on that same traffic, as the overarching purpose of the Three

Benchmark approach is to compare the issue rates with rates charged for other similar traffic "

CSXT Op Ev at 22 [underline added, italics in original] But CSXT's methodology violates its

own principles by excluding non-issue movements from the Duart and Washington comparison

groups, when such movements should be included as "other similar traffic "

3. Although DuPont disagrees with CSXT's rationale, it has excluded
from its "final offer" comparison group movements that are
originated or terminated by a switching or short-line carrier

CSXT has not offered a proper justification for excluding movements that were

originated or terminated by a short-line or switching carrier, even though they are reported in the

Waybill Sample as "CSXT Local" movements Unlike joint line movements, these movements

are priced by CSXT, and they are costed from origin to destination as CSXT movements. Thus,

lor purposes of identifying comparable movements from the Costed Waybill Samples, there is no

difference between these movements and those that are originated or terminated by CSXT

Nevertheless, CSXT claims that the use of its system-average URCS variable costs for

the portion of the movement served by the short-line does not produce a R/VC reflective of

CSXTs experience, and thus does not provide a comparable basis for evaluating the challenged

rates CSXT Op Ev. at 17 DuPont disagrees with CSXT's exclusion of these movements for

the following reasons
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First, CSXT claims that it can identify movements in the Waybill Sample that originate

or terminate on a switching carrier or short-line by whether the FSAC begins with a "6 " DuPont

has been unable to corroborate this claim Crowley Reply V S at 19

Second, because CSXT has pricing authority from the switching or short-line earner, it

sets rates for the entire origin-destination movement as if it were a single line movement

Indeed, CSXT often has an ownership interest in these carriers, such as Conrail Furthermore,

many of these types of movements arc subject to paper barriers that allow CSXT to set rates as if

they were single-line movements

Third, if the Board considered these movements other than CSXT local, it would apply

regional unit costs to the non-CSXT portion of the movement and CSXT unit costs to the CSXT

portion, and classify the movement as interline. These costs would clearly be greater than the

costs for a local move because of the introduction of interchange costs for both railroads and the

resulting R/VC ratio would be lower Id at 19-20. Thus, by accepting the Waybill Sample's

determination that these movements arc "CSXT local," DuPont has been conservative in its

approach

Despite its disagreement with CSXTs exclusion of movements that originate or terminate

on a switching or short-line earner, DuPont has excluded those movements from its "final offer"

comparison groups because their exclusion has a minimal effect upon this case. DuPont only

had two such movements in its comparison group for the Ampthill Movement and none for the

Duart and Washington Movements
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B. CSXT Factors Rejected bv DuPont

1. DuPont has adopted far more reasonable distance parameters than
CSXT

Although CSXT and DuPont both applied a distance criteria in their initial selection of

comparable movements, DuPont has applied a far more reasonable standard to identify

movements most similar in the aggregate to the issue movements DuPont rounded the issue

movement mileage to the nearest 50 miles and selected movements that fell within a range of

150 miles on either side of that number Crowley Reply V S at 20 DuPont performed this

analysis for each of the three issue movements in order to obtain the most comparable traffic

based upon distance for each movement In contrast, CSXT included every movement with a

distance greater than 200 miles

CSXT's much broader mileage range includes many movements that clearly are not

comparable to the issue movements For example, although the Ampthill Movement travels

772 1 loaded miles, CSXT includes movements with as few as 209 miles, or only 27% of this

distance, and as many as 1740 miles, or more than twice this distance Id at 21 Similarly,

although the Duart and Washington Movements travel 591 5 and 589 9 loaded miles,

respectively, CSXT includes movements with as few as 216 miles, or less than 37% of this

distance, and as many as 1454 miles, or nearly 2'/2 times this distance Id. Kxs TDC-11 & 12

CSXT's assertion that "the most significant effects of length of movement on variable

costs and revenues are found in the difference between relatively short hauls, on the one hand,

and medium and longer distance movements, on the other hand," CSXT Op Ev at 17, is

unsupported by the facts DuPont witness Crowley illustrates the impact of distance upon costs

in his Verified Statement at Ex. TDC-15, which plots the variable cost per ton-mile in 50-mile

increments for a common comparable movement selected by both CSXT and DuPont for each
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issue commodity Crowley Reply V S at 21-22 By extending its mileage boundaries around

the issue movements by several hundred miles beyond those chosen by DuPonl, CSXT has

included a much greater variation in the costs of providing service Id at 22.

At the 200 mile threshold selected by CSXT, the cost curve is still very steep For

example, a \i drop in the cost per ton-mile occurs between 200 and 350 miles, a span of only

1 50 miles But the next 10 drop in the cost per ton-mile occurs between 350 and approximately

1350 miles, a span of 1000 miles The much narrower DuPont mileage range for selecting

comparable movements is on this relatively flat part of the cost curve For example, Exhibit

TDC-15 shows that CSXT's variable cost range is form $0 04072 to $0 01983 per ton-mile,

whereas the DuPont range is from $0 02500 to $0 02238 per ton-mile Id This shows that,

holding all other factors constant, shorter haul movements will have higher rates (measured on a

mills per ton-mile basis) than longer haul movements Id

By including only movements that are 150 miles longer or shorter than each issue

movement, DuPont has identified traffic that is far more similar in distance to the issue

movements than CSX'I has identified Therefore, DuPont continues to adhere to the distance

criteria in its opening evidence

2. CSXT has inappropriately excluded movements on the unsupported
assumption that fuel costs were not recovered

CSXT has excluded all movements with no charges in the "Miscellaneous Charges" field

of the Waybill Sample on the unsupported assumption that this indicates that fuel costs were not

recovered DuPont believes that this is an inappropriate exclusion of otherwise comparable

movements for several different reasons

First, the absence of a value in the "Miscellaneous Charges" field does not necessarily

mean that CSXT did not receive a fuel adjustment on that movement CSXT has not presented
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any evidence that it reports fuel surcharges in this field or that fuel surcharges are the only

monies recorded in this field Crowlcy Reply V S at 15

Second, fuel costs can be accounted for in different ways But, CSXT creates the

impression that it was not compensated for increasing fuel prices if there is no value in the

"Miscellaneous Charges" field of the Waybill Sample. For example, because tariff rales can be

increased on 20 days notice, changing fuel costs can be captured in the line-haul rate without a

fuel surcharge In addition, many rates are adjusted by the Rail Cost Adjustment Factor, or some

variation, that includes changes in fuel costs Id at 15-16 Exhibit TDC-13 shows that the fuel

component of the RCAF increased ai a faster rate than EIA's U S No 2 Diesel price from 1Q02

to 1Q08 Thus, even if there was no separate fuel surcharge, a rate adjustment mechanism, such

as the RCAF, would have captured the increase in CSXT's fuel costs Id at 16

Third, even if CSXT did not assess a fuel surcharge on a particular movement, that was a

market-based decision by CSXT, and thus is properly included in the comparison group. The

same would be true of any other market-based decision and CSXT has not offered any rationale

for treating fuel differently

Fourth, CSXT claims that traffic without a fuel surcharge from 2002-2005 was under-

recovering fuel costs relative to other traffic However, by CSXT's own admission, during that

pcnod it was over-recovering fuel costs on traffic subject to a fuel surcharge based upon a

methodology that the Board subsequently declared to be an unreasonable practice Rail Fuel

Surcharges, S'l B Ex Parte No 661, (served Jan 26,2007) As noted in that Board decision,

CSX1 admitted that "its fuel surcharge program 'is designed to recoup CSXT's increased overall

fuel expenses to ensure adequate revenues "' Id at 6, quoting CSX I Comment at 18 [emphasis

added] But the Board rejected CSXTs rationale, stating
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the fact that a railroad may not be able to recover its increased fuel
costs from some of its traffic docs not provide a reasonable basis
for shifting those costs onto other traffic in this manner We
believe that imposing rate increases in this manner, when there is
no real correlation between the rate increase and the increase in
fuel costs for that particular movement to which the surcharge is
applied, is a misleading and ultimately unreasonable practice

Id at 7. Thus, by CSXT's own admission, traffic assessed a fuel surcharge from 2002-2005 was

overcharged for changes in the cost of fuel to account for traffic that did not pay a fuel surcharge

Since it is not practical to exclude both types of traffic from a comparison group, a fair and

reasonable response is to include both types of traffic, allowing the conceded over-recovery of

fuel on the one type of movement to offset the alleged under-recovery on the other The average

R/VC ratio of this comparison group then should be similar to what it would have been if fuel

were properly accounted for in both types of movements

3. CSXT has not offered any rationale for excluding multiple car
movements

In Simplified Standards, p 17, the Board observed that, because it is "comparing mark-

ups over variable cost to determine the reasonable level of contribution to joint and common

costs for a particular movement [, movements with different cost characteristics may be

included in the comparison group" By way of example, the Board noted that "there is no reason,

a priori, to presume that the R/VC ratios should be different" between single car, multiple car,

and unit train movements Despite this presumption of comparability between such movements,

CSXT has included only single car movements in its comparison group

In contrast. DuPonl included multiple car and unit tram movements in its initial

comparison group based upon the Board's a priori presumption CSXT, however, has not

offered any evidence to rebut the Board's presumption despite being given fore-knowledge of

that presumption in Simplified Standards Any CSX1 attempt to offer such evidence in its Reply
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or Rebuttal evidence in this case would constitute inappropriate "sandbagging," since DuPont

would not have the opportunity to adjust its "final offer" comparison group to account for any

CSXT argument that DuPont might consider valid Therefore, the Board should accept the

inclusion of multiple car movements as being most similar to the issue movements

In any event, this is a minor issue for DuPont m this case The DuPont "final offer"

comparison groups for all three issue movements do not include any unit tram movements

Moreover, there arc only four multiple car movements in the AmplhiH Movement comparison

group Crowley Reply V S at 18

4. CSXT inappropriately excludes other CSXT movements that
originate or terminate in Canada

CSXT wrongly concludes that movements that originate or terminate in Canada are not

comparable due to differing laws, regulatory requirements and costs in Canada CSXT docs not

attempt to identify or explain the magnitude of those differences or their impact upon its

revenues and costs DuPont submits that CSXT's movements for only very short distances into

and out of Canada do not create the applcs-to-oranges comparison problems that CSXT

insinuates

First. CSXT docs not have extensive operations in Canada Any cross-border movements

that originate or terminate in Canada travel in Canada for only a very short portion of the total

origin to destination route The longest move in Canada from any of the three DuPont "final

offer" comparison groups in this case is 42 4 miles and accounts for no more than 7 1% of the

total length of movement Crowley Reply V S at 17 and Ex TDC-14 Many of these

movements in the DuPont "final offer" groups move less than S miles in Canada and are less

than 1% of the total length of haul Id Thus, to the extent there is any difference between
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CSXTs costs in Canada versus the United States, those differences will be very small relative to

the total movement costs

Second, it is inappropriate to exclude these Canadian movements because the Board

includes them m the Waybill Sample and in its calculation of the RSAM and R/VC > 180

benchmarks Id at 17 The variable costs in the Waybill Sample cover the movement from

origin to destination, even if those points are in Canada, and the revenues are for the entire

movement Id For purposes of the RSAM and R/VO180 calculations, the Board treats these

movements as domestic U S movements Id Thus, in order to maintain consistency between all

three benchmarks, they must be based upon the same universe of traffic

Finally, CSX 1 does not consistently apply its own criteria CSXT included nine

movements in its initial comparison group for the Ampthill Movement that originate in Canada

Id at 17 and Fx TDC-14 Because DuPont also included those movements in its initial

comparison group, they must be included in both party's "final offer" groups Therefore, DuPont

has retained traffic that originates or terminates in Canada as part of its "final offer" comparison

group

C. The DuPont "Final Offer" Comparison Groups Have Density Ranges That
Arc Comparable to the Issue Movements

Neither DuPont nor CSXT included density as a factor in the selection of their initial

comparison groups due to the uncertainty of whether they could use the density maps produced

by CSXT in discovery Now that the Board has clarified that the parties may use that data,

DuPont has conducted a density analysis of the movements contained in its "final offer"

comparison groups DuPont witness Crowlcy has calculated the weighted average density for

each issue movement and for each movement in the "final offer" comparison groups and

presented the results in Exhibits TDC-16,17 and 18 Crowley Reply V S at 25-28 These
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analyses demonstrate that the DuPont "final offer" comparison groups are comparable in density

with each of the issue movements.

As shown in Ex TDC-16, the weighted average density of the Ampthill Movement is

74 0 million gross tons per mile ("MGT/mile") The companson group movements have a range

of weighted average density from 20.1 to 112.4 MGT/miic. Furthermore, the movements at the

high and low ends of this range also were included in CSXPs initial companson group, which

means they must be included in both party's "final oiler" groups Therefore, the DuPont "final

offer" comparison group will have at least the same range of density as CSXT's group

As shown in Ex TDC-17, the weighted average density of the Duart Movement is 52 5

MGT/mile. The comparison group movements have a range of weighted average density from

24 5 to 96.8 MGT/milc The movements included by both OuPont and CSXT in their initial

companson group, which thus must be included in their "final offer" groups, have a range of

weighted average density from 32 1 to 96 8 MGT/mile All but three movements in the DuPont

"final offer" comparison group fall within this range Therefore, with the exception of these

three movements out of a group of 154, the DuPont "final offer" companson group will have at

least the same range of density as CSXT's group

As shown in Ex. TDC-18, the weighted average density of the Washington Movement is

39 6 MGT/mile The comparison group movements have a range of weighted average density

from 24 5 to 96 8 MGT/milc 1'he movements included by both DuPont and CSXT in their

initial companson group, which thus must be included in their "final offer" groups, have a range

of weighted average density from 32 1 to 96 8 MGT/mile All but three movements in the

DuPont "final offer" comparison group fall within this range Therefore, with the exception of
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these three movements out of a group of 148, the DuPont "final offer" comparison group will

have at least the same range of density as CSXT's group

All of the above density ranges reflect comparable movements based upon density

thresholds used by the Board When evaluating track and traffic conditions in Annual Report

Form R-l, Schedule 720, the Board requires each Class I railroad to group these characteristics

by density category Track category A (the most densely traveled rail lines) groups together all

lines with 20 MGT/mile or higher Crowlcy Reply V S at 27 Additionally, in Schedule 416,

the Board also requires that Class I railroads calculate road property depreciation rates by the

same density category Id at 27-28 Each DuPont comparable movement falls within the

highest density category used by the Board, as do the issue movements Id

V. "OTHER RELEVANT FACTORS"

CSXT has made two adjustments to the maximum R/VC ratios produced by applying the

Board's formula to CSXTs initial comparison group One adjustment is to correct an alleged

error in the Board's RSAM calculation and the other is to adjust the R/VC ratios of the

comparable traffic tu 2007 "market" levels Although CSXT does not consider these adjustments

to be "other relevant factors," it concedes that its evidence might be considered under that label

CSXT Op Hv. at 30 Because DuPont agrees with CSXT's statement that the quantified effects

of its adjustments would be the same regardless of when in the process they are applied,id, the

issue of whether or not these adjustments constitute "other relevant factors" is moot For the

purpose of responding to CSXT, however, DuPont is addressing both adjustments as "other

relevant factors "

A. The Board Should Reject CSXT's RSAM Adjustment

CSXT has identified an alleged "flaw" in the Board's RSAM calculation that it attempts

to correct Specifically, CSXT claims that, because the RSAM revenue shortfall is calculated

27



PUBLIC VERSION

after all taxes have been paid, the revenues needed to make up that shortfall also must be

calculated alter taxes in order for CSX f to achieve revenue adequacy. CSXT Op. Ev. at 23.

DuPont witness Crowley identifies two fundamental problems with CSXTs adjustment First,

CSXT erroneously applies its statutory tax rate to adjust the revenue shortfall for taxes Crowley

Reply V S at 33-34 Second, because the variable costs used to calculate the RSAM and

R/VOI80 ratios include an over recovery of income taxes, they in fact understate the size of the

R/VC >180 traffic and artificially increase the revenue adequacy adjustment factor Id at 35-36

Finally, this case is an improper proceeding to make changes to the RSAM calculation.

1. CSXT does not nay the statutory tax rate

CSXT's adjustment of the RSAM for taxes wrongly assumes that CSX F pays the

statutory tax rate, when its effective tax rate is much lower. This error causes a substantial and

unjustified increase in the expansion ratio (the factor resulting from dividing the RSAM by the

R/VC >180) from 1 24 to 1 38 CSXT Op Ev at 24 Thus, CSXT has vastly overstated the

impact ol'the alleged flaw

The effective tax rale is the amount of tax paid when all other government tax offsets or

payments arc applied, divided by the tax base Factors such as deferred income taxes, tax-loss

carry-forwards and carry-backs, and governmental tax credits can drive the effective tax rate well

below the statutory rate Crowley Reply V S. at 33 CSXT is no exception. DuPont witness

Crowley shows that CSXT's effective tax rates were well below its statutory rates from 2002

through 2005 Id

Ideally, the proper tax rate to apply is neither the effective nor the statutory rate, but

CSXT's marginal tax rate, which is likely to be somewhere between the effective and statutory

rates However, the Board would need a complete set of CSXT's income tax returns from 2002

through 2005 to determine CSXT's marginal tax rate for that time period. Id at 34 Since
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CSXT, which is the sole source of that information, has chosen not to place it in evidence, the

Board should apply CSXT's effective tax rate, if it elects to make any adjustment at all Since all

taxpayers strive to minimize their tax liability, it also is reasonable to presume that CSXT's

marginal tax rate is much closer to its effective than its statutory tax rate

The selection of the tax rate has a substantial impact upon the Board's expansion ratio of

1 24 for CSXT without any adjustments Whereas the statutory tax rate produces a sizeable

increase in the expansion ratio up to 1 38, CSXT's effective tax rate would increase the

expansion ratio only modestly to 1 26 Id, Ex TDC-19 Although DuPonl does not believe that

any adjustment is necessary or appropriate for the reasons given in the next two sections, if the

Board decides to make any adjustment, it should rely upon CSXT's effective tax rate, not its

statutory tax rate

2. URCS overstates the necessary recovery of taxes to achieve revenue
adequacy

DuPont believes that no adjustment to RSAM is necessary because URCS overstates the

tax component in variable costs by using the statutory tax rate URCS includes a variable return

on investment ("ROD component calculated using a pre-tax weighted-average cost of capital

("WACC") based on the federal statutory tax rate of 35 percent, which explicitly adds vanablc

costs to each movement to cover the railroad's hypothetical tax burden Crowlcy Reply V S at

35 However, as explained above, actual tax expenses are much lower than the statutory rate due

to offsets and credits.

I;or example, as demonstrated in the preceding section, CSXPs effective tax rate is much

lower than its statutory tax rate Taking 2005 as an example, Mr Crowley shows that CSX 1'

booked $220 million m federal taxes, but URCS implicitly included $748 million to cover taxes
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inherent in the vanable return on investment calculation Id, Ex TDC-20 In other words,

URCS included taxes that were more than three times CSXTs actual income tax expense

This impacts the RSAM revenue adequacy adjustment factor because the Board uses

URCS variable costs, along with revenue statistics, to identify movements to include in the R/VC

>180 sample group und the resulting Revenue > 180 calculation. By overstating vanable costs,

URCS effectively excludes movements from the R/VO180 sample group, which lowers the

Revenue>l 80 figure Correcting the URCS variable costs for this tax recovery overstatement, by

using CSXTs effective tax rate, would increase the number of movements in the R/VO180

sample group, and thereby increase the total Revenue>180 Id at 35-36 This would produce a

more accurate revenue adequacy adjustment factor

3. This proceeding is an inappropriate forum to change the RSAM

The Board revised the RSAM in Simplified Standards* alter an extensive period for

public notice and comment During four rounds of comments and a public hearing, neither

CSXT nor any other party identified the alleged flaw that CSXT urges the Board to correct in

this proceeding It would be inappropriate for the Board to use this proceeding between just

CSXT and DuPont to change the RSAM methodology that \vas thoroughly vetted in a notice and

comment rulemakmg proceeding

As DuPont has demonstrated above, there arc a multitude of countervailing factors that

must be considered before declaring the existence of a flaw in the RSAM methodology and

precisely how to fix such a flaw DuPont believes there is no flaw, because there is in fact no

under-recovery of actual taxes If anything, DuPont believes there is an overstatement of taxes,

and the resulting revenue shortfall Moreover, even if there is a flaw, the fix is to use the

effective, not the statutory, tax rate. The Board, however, should not determine the existence of

a flaw within the narrow confines of this proceeding Rather, the Board should apply the RSAM
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that it adopted after extensive public notice and comment and direct CSXT to raise the alleged

flaw in a petition to reopen Simplified Standards

B. CSXT's "Market" Adjustment Is Neither Necessary Nor Appropriate

CSXT alleges that the cost and revenue data associated with movements from the 2002-

2005 Waybill Samples "does not provide a comparable basis for evaluating the R/VC ratios of

the challenged rates, which were established in mid-2007...." CSXT Op. Ev at 25 Therefore,

CSXT attempts to adjust the revenues and costs of every comparable movement to 2007 levels in

order to "account for the significant market changes and dynamics and railroad cost inflation for

the shipment of chemicals traffic that have occurred throughout the last five-plus years " Id

'1 hcsc adjustments are neither necessary nor appropriate

CSXT's "market" adjustment to the maximum R/VC ratios of the comparable movements

should be rejected for three reasons First, it undermines a fundamental objective of the Three

Benchmark approach to smooth out the impact of market fluctuations over time when comparing

the R/VC ratios of the issue traffic with a comparison group Second, CSXT has not presented

its evidence objectively as required by Simplified Standards Third, CSXT has not demonstrated

that the adjustments arc necessary to reflect changes in the market

1. CSXT's "market" adjustment undermines a fundamental objective of
the Three Benchmark approach

CSX Ps fundamental error lies in its assumption that the Board should evaluate rate

reasonableness based upon a static period in time, i e, a specific calendar year But from the

very earliest permutations of the Three Benchmark methodology, the Board has stnved to follow

a multi-year approach that smooths out market fluctuations over time
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In McCarly Farms v Burlington Northern Jnc , 4 I C C 2d 262 (1988), rev'd on other

grounds, Burlington Northern RR Co v ICC. 985 F 2d 589 (DC Cir 1993),6 the ICC

reversed an earlier decision that made tentative findings based upon comparable traffic from only

a single year of waybill data

We agree that one year of data should not be used to establish a
standard which will have application to movements of traffic for
many years The risk that data for any one year could be non-
representative of the long-term trend outweighs any benefit, in
terms of simplicity in developing a rate reasonableness standard, to
be derived from the use of a single year of data

Id at 277 For the purpose of prescribing future rates, the ICC declared.

We believe that the best approach to establishing a standard that
can be used to determine the reasonableness of rates for any year,
including periods when data are not available, is to use an average
of several years' of data Evaluation of R/VC ratios over several
years tends to balance out cyclical fluctuations and provide a better
estimate of maximum reasonableness from a long run perspective

Id See also South-West R R Car Parts Co v Missouri Pac R R Co , Docket No 40073, 1988

ICC LEXIS 370, *14 (Dec 1, 1988) (The ICC combined 5 years of data "to smooth out cyclical

fluctuations").

This precedent refutes CSXT's assertion that the cost and revenue data associated with

movements from the 2002-2005 Waybill Samples "does not provide a comparable basis for

evaluating the R/VC ratios of the challenged rates, which were established in mid-2007 "

CSXT Op Ev at 26 Precisely because of changes and fluctuations in market conditions over

time, the ICC concluded that a multi-year average of comparable rates was necessary to make the

* As a result or the McCanv Farms remand, the ICC abandoned R/VC comp as the sole determinant of
reasonableness, but proposed to continue using it in combination with RSAM and R/VC > 180 in Ex Pane No 347
(Sub No 2), Rate Guideline*-Non-CoalProceedings, 1995 ICC LEXIS 301, *l I, *23-24 (served Dec 1995)
Even after the court remand in McCarty Farm*, the ICC cited to that decision as the example of how to apply the
R/VC comp benchmark as pan of the newly-proposed three benchmark approach Id at *30-31, n 32 Thus,
MfCurty /"arm? clearly remained a viable precedent tor that purpose both then and now
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best determination of a maximum reasonable rate over the long run. Because any rate

prescription will be for a 5 year period, it is important to prescnbe a rate that is based neither

upon the peak nor the trough of the business cycle

When the ICC formally proposed the three benchmark approach in Ex Partc No 347

(Sub-No 2), Rate Guidelines—Non-Coal Proceedings, 1995 ICC LEXIS 301 (Nov 22, 1995), it

added the RSAM and R/VC > 180 benchmarks in response to criticism of using the R/VC comp

benchmark alone Consistent with its decisions in McCarly Farms and South-West Car Parts to

draw comparable traffic from multiple years of waybill data, the ICC decided to use a 4-ycar

average of the RSAM and R/VC >180 benchmarks "so as to smooth out annual variations and

minimize the impact of any year that may have been aberrational for that carrier" Rale

Guidelines—Non-Coal Proceedings, 1 S T B 1004, 1032-33 (1996)

CSXT's market adjustment would undermine the Board's carefully considered decision to

use a 4-year average of all three benchmarks, by attempting to mark-up the R/VC ratios of the

comparable traffic to market conditions in a single year The rationale given by the Board in its

earlier decisions - to use a 4-year average of the RSAM, the R/VC>180 and the R/VC comp

figures in order to prevent the possibility that data from any one year could be "non-

representative/1 to "balance out cyclical fluctuations and provide a better estimate of maximum

reasonableness from a long run perspective" and to "smooth out cyclical fluctuations" and

"aberrations" - is just as valid now as it was then CSXT notes that it has experienced increased

demand for rail services in recent years Yet, traffic data for 2007 shows that total volume for all

Class I railroads was down for the year 2 3 percent, and that CSXT volumes are down even

more, declining 3.4% for the year compared to 2006 (see Exhibit B) Moreover, there is

widespread concern that the U S. economy is heading into a recession, which could put further
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downward pressure on prices Thus, CSXT's so-called "market" adjustment to 2007 R/VC levels

could have the effect of "locking in" rates at their very peak for the next 5 years.

2. CSXT's "market" adjustments arc not objective

In Simplified Standards, p. 77, the Board required a party introducing evidence of "other

relevant factors" to provide the Board with "an objective, transparent means of adjusting the

maximum lawful rate upwards or downwards" The burden is upon the party requesting the

adjustment. By ostensibly indexing only the revenues and variable costs of the comparable

group movements to 2007 levels, CSXT has hardly presented an objective means of adjusting the

maximum lawful rate7

CSXT's adjustment to the revenues and variable costs of only the comparable group

creates a mismatch among the three benchmarks. Crowlcy Reply V S at 38 Although the

Three-Benchmark approach relies upon historic variable costs and revenues to calculate all three

benchmarks, CSXT fails to account for the impact of its indexing upon the RSAM and

R/VO180 benchmarks. What we arc led with after CSXT's indexing are comparison movement

R/VC ratios that nominally have been indexed to 2007 pnce levels, and RSAM and Revenue

>180 ratios based on averages of 2002 to 2005 histonc rates and costs Id Consequently, while

CSXT purports to adjust the comparison group R/VC ratios to 2007 levels, it still applies the

"expansion ratio" (the factor resulting from dividing the RSAM by the R/VC >180) based upon

an average of the actual 2002-200S cost and revenue data, even though higher R/VC ratios

indexed to 2007 levels would produce a lower expansion ratio that would require an offsetting

reduction to the maximum R/VC ratios for the issue movements This comparison of apples and

7 Although CSXT claims thai its "market" adjustment is not an "other relevant factor," that clearly is not the case
See Simplified Siandank, p 85 (In order lo account for regulator} lag, "parties may present (as 'other relevant
factors') evidence that the presumed maximum lawlul rale should be higher, or lower, due to market changes not
reflected in the comparison group or the average RSAM and R/VC > 180 benchmarks ")
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oranges would allow CSXT to apply a much higher R/VC ratio to DuPont than would be proper

Because CSX1 has made adjustments that only benefit itself, without considenng the

countervailing effects of applying its adjustments consistently to all three benchmarks, these

adjustments can hardly be considered an objective and transparent approach

Furthermore, the inevitable offsetting effect is one of the reasons the Board rejected as

unnecessary and inappropriate a nearly identical proposal by BNSF to address the same

regulatory lag concerns expressed by CSXT Simplified Standards, pp 84-85 "Because the

Three Benchmark approach focuses on R/VC ratios (where price levels are reflected both in the

numerator and denominator)," the Board concluded that "the effects of price shifts associated

with an inflationary increase in costs should be largely offset, leaving the R/VC ratios

unaffected " Id at 85 Nor did the Board believe that a revenue adjustment was appropriate,

because the RSAM - R/VC >180 ratio also would change, potentially creating an offsetting

effect to any rate increases or decreases attributable to regulatory lag. Id

3. CSXT has not demonstrated that its "market" adjustment is
necessary to reflect changes in the market

Although the Board rejected adjustments to rail costs and revenues as unnecessary and

inappropriate, Simplified Standards at 85, it nevertheless recognized at least the potential for a

regulatory lag effect, and thus permitted the parties to "present (as 'other relevant factors')

evidence that the presumed maximum lawful rate should be higher, or lower, due to market

changes not reflected in the comparison group or the average RSAM and R/VC >1SO

benchmarks" [emphasis added] CSXT, however, has proposed the same methodology

previously rejected by the Board precisely because the changes that methodology sought to

account for already were reflected in the three benchmarks CSXT has not demonstrated any

other market changes that arc not reflected in the three benchmarks
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Although CSXT shows that total revenues for the chemical group as a whole have

increased from 2002 to 2007, it has not demonstrated the cause of those increases or whether the

increased revenues are attributable to all, or just a portion, of chemical traffic. CSXT's reliance

upon public data on changes in revenues per unit for general chemical traffic falls far short of the

transparency required by the Board to demonstrate "other relevant factors " Crowley Reply V S

at 40

Both of CSXT's proposed indexing methods rely upon changes in revenues for an entire

business group rather than for the specific commodity or movements at issue There is no

evidence that CSXT's chemical business as a whole reflects changes in the comparable group

For example, CSXT's website lists 29 major chemical groups within its chemical group business,

with multiple sub-categories within each macro group Id at 42 Although CSXT may

catcgon/e all these commodities as chemicals, the actual products are not nearly as homogenous

They cover a wide range of commodities, including sand, plastics, petroleum coke, LPG and

soda ash, that have absolutely nothing in common other than being included in CSXT's chemical

business group Id In addition, CSXT's chemical business group includes TIH hazardous

materials, non-TIH hazardous materials, and non-hazardous materials If these commodities

were as homogenous as CSXT treats them in its analysis, they would have to be considered as

similar commodities for the purpose of identifying comparable traffic, which neither CSXT nor

DuPont has advocated in this case

CSX 1 also has not shown that its revenue increases arc due entirely to market changes

Although market changes may account for some of CSX'l 's increased revenue, a primary driver

in higher 2007 chemical business revenues clearly has been increases in assessed fuel surcharges.

Id at 42-43 It is not possible to determine from the evidence submitted by CSXT what portion
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of its increased revenues in 2007 are driven by market changes that are not already reflected in

the three benchmarks and other factors such as fuel surcharge revenue that is independent of the

chemical transportation market Id at 43

VI. CALCULATION OF MAXIMUM R/VC RATIOS

DuPont has calculated the maximum R/VC ratio for each issue movement in three ways

First, DuPont has applied the formula in Simplified Standards to each of its three "final offer"

comparison groups Second, DuPont has adjusted the result of the Board's formula, as described

in its opening evidence, to account for the "Long-Cannon" factors in the statute 49 U S.C

10701(d)(2)(A)-(C) Third, DuPont has recalculated the RSAM and R/VC > 180 benchmarks, as

described in its opening evidence, to apply the Board's most current and accurate methodology

for calculating the cost of capital DuPont has summarized these results in the chart below

Maximum R/VC Ratio Based Upon
Simplified Standards without "other
relevant factors"8

Maximum R/VC Ratio Based Upon
RSAM with efficiency adjustment9

Maximum R/VC Ratio Based Upon
New Cost of Capital Methodology10

Ampthill
Movement

328%

308%

305%

Duart
Movement

331%

311%

308%

Washington
Movement

331%

311%

308%

8 Crowley Reply V S at 29. Table 5
9 Crowley Reply V S ai45, Table 6
10 Crowley Reply V S at 46, Table 7
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VII. CONCLUSION

DuPont respectfully requests the Board to

(1) find that the CSXT's common carrier rates applicable to the transportation of the

commodity between the origins and destinations named in the Complaint are unreasonable,

(2) prescribe just and reasonable rates for the future applicable to the rail

transportation of DuPonl's traffic, pursuant to 49 U S C §§ 10704(a)(l) and 11701 (a), and,

(3) award DuPonl reparations, plus applicable interest, in accordance with 49 U S C

§ 11704 for unlawful rates set by CSXf for the period beginning June 16,2007 to the effective

date of a decision by the Board prescribing just and reasonable rates

Respectfully submitted,

Nicholas J DiMichael
Jeffrey O Moreno
KarynA Booth
Hnc W Hcyer
Thompson Mine LLP
1920NSI NW, Suite800
Washington, D C 20036

Attorneys for El du Pont de Nemours and
Company

March S, 2008
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I. INTRODUCTION

M\ name is Thomas D Crowley 1 am the same Thomas D Crowlcy who filed a verified

statement in this proceeding on Fehruary 4. 2008 ("Opening VS") on behalf of E I duPont dc

Nemours and Company (* DuPont*) My qualifications and experience are attached to my Opening

VSasfxhib i t jTDC-l )

DuPont is icquesting that the Surface Transportation Board (' S TB") prescribe reasonable rates.

sei vice terms und rcpaiauons associated with the transportation ol non-hazardous commodities via

C SX Tunsponation Inc cCSXI") lor the following three (3) movements

1 Plastic powder trom Ampthill. VA to Wyandotle. MI (" Ampihill Movement').

2 Plaslicizers from Heyden. NI to Duan, NC ("Duart Movement"), and

3 Plastici/crs from llcyden. NJ to Washington. WV ("Washington Movement")

In m> Opening VS. I applied the STIJ's procedures Tor the Three-Bench mark Methodology

specified in the S TB s September 5. 2007 decision in Fx Parle No 646 (Sub-No I) Simplified

Si ton/tin^ lot Ruil Rait.' ( \L\L'\ (' Simnlified Standards") and pro\ idcd the tollowmg information in

support ol DuPom's request

1 The 10venue / \ ariahle cost ( R/VC") ratio for each ol the issue movements.

2 I he selection of comparable CSX I movements from the STR's Unmasked Confidential
Wa\bill Sample ( Waybill Sample") Tor CSX I for each year 2002 through 2005.

3 1 he upper boundary of the R/VC ratio for the comparable group (referred to as the
•Maximum R/VC Ratio') for each of the issue movements following Ihe STB's
procedures specified in Simplified Standards.



4 I he identification and quantification of other relevant factors, and

5 1 he relict to which DuPonl is entitled for each issue movement

Simultaneous \\iih the filing of Uul'oru s Opening evidence on February 4. 2008. CSXT tiled

its Opening e\ idencc in this proceeding In this Reply statement. 1 critique and respond to CSXTs

Opening e\ idencc and incorporate some revisions to the analyses included in my Opening VS

M\ Repl\ \enfied statement (' Replv VS") summarises the analyses I have performed and my

results Lire suinman/ed under the following headings and in the accompanying Exhibits

II Revenue/Variable Cost Ratios for the Issue Movements

III DuPont's 1-mal Maximum Revenue/Variable Cost Ratios tor the Issue Movements

I\ Other Relevant Factors

V KchelforDul'ont
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II. REVENUE/VARIABLE COST
RATIOS FOR THE ISSUE MOVEMENTS

I he tlrsl step in the STB s Three-Benchmark unalvsis is to calculate (he R/VC ratio for the issue

movements To develop u R/VC rutio. (he rates and variable costs lor each movement need to be

developed These three components were included in m> Opening VS tor each issue movement and

remain unchanged in this Replv filing CSX'I included these same components in its Opening

evidence P.xhihnj IDC-9)- compares DuPont's and CSXT's calculations of variable costs, rales

and R/VC latios for the issue movements My critique of CSX'I's Opening evidence as n relates to

i ate.s \ iinuhle costs and R/VC ratios tor the issue movements is discussed below under the following

topics

A Rales lor the Issue Movements

3 Variable C osts for the Issue Movements

C. R/VC Ratios for the Issue Movements

A. KATES FOR THE
ISSUE MOVEMENTS

Dupont s ."'Q07 rates (including the lulv 2007 fuel surcharge) for the issue movements arc

shown in I able I below

jl DL-1} through LxhibitJ IDC-8) were included with my Opening V S
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3O07 Rules Per C ar 1 Including Fuel Surcharge! for liauc Movements

-\nipltiill -

(1) (2)

S6 426 42

lk\iLn-
Uuan

m

lkuU.il -

\\.iahinetun

14)

J3 004 8e>

VS liibk I

C'SXT agrees wuh DuPonl s rate calculations fur the issue movements •

B. VARIABLE COSTS FOR
THE ISSl'K MOVEMENTS

In the S'l B"s October 30 2006 decision in Kx Harte No 657 (Sub-No 1) Maorl\\ue\ in Rail

Rale (ifttf* ('Maior Issues *). the SIB revised the variable cost procedures for rate complaints,

deciding thai variable costs would be calculated using the S'l li's Uniform Railroad Costing System

fURCS") Phase III cost program without adjustments 1 he STB also identitied the nine inputs to

calculate unadiusled \ anablc costs tbi an issue movement In m> Opening VS, I followed the STB's

procedu^c^ in cjlculaimg the issue movement variable costs

C.SX1 lolloped the same procedures in calculating the issue movement variable costs in

Opening fable 2 helu\\ shows the one input where DuPonl and CSXT used different values

= ( SXI t triedrnnit uoikpapcn ihow two ditlereni rale Ciikulaiionj, lor die issue movements
One r.ue talculaiion uses Dul'ont s miles 10 Calculate the lucl surcharge tor the isiuc movcmcnis and iliai caLulation
agrvci with DuPonl s r.ue Ljkulaiion I he uihcr rate calculation UiL-s CSX I's miles in calculate the luel surcharge
fur rii: issue movement and this creates a minor difference in the rates as shown on Lxhibu_(TDO-Q) Ai discussed
in the next section the use of CSX1 s miles for lusting (he issue movements is improper
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I able 2
Differences in JJRCS Phase III Cost Program Inputs for the Issue Movements

Ainpthill - Hex den - Heyden -

Item Wvandotie Duan Washington
(I) (2) (3) (4)

odded Miles

.1 DuPum 772 I 591 5 5899

h t'SM 8204 7I4U 6458

c CSXT over DuPom 48") 122 S 559

Source L\hibit_(TDC-9)

\*. thoun in I able 2 above DuPont and CSX 1 differ on the loaded miles for all three of the

issue mo\cmcnts

CSXT s loddcd miles for the issue movements are not based on the STB's procedures CSXT

iclied on internal data which the STB expressly rejected in Simplified Standards at pages 83-84

DuPont telied on the miles generated from the PC*MilerlRdil program (Version 10) a\ailable

Irom M K. Technologies (' Al K" ) ALK is the eontractor used by the S'l B to add the mo\ement

miles to the Waybill Sample that are used by the S FB to calculate variable costs for the movements

in the Waxbill Sample using the URCS Phase III costing program The miles used by ALK in the

Wax hi 11 Sample are from the same data base underlying the PC*Milcr|Ruil program- Stated

be continued o\ i ev ieu in» ihe miles (.untamed in the Waybill Sample lor the issue movement rctords
chniin.iiej b> C SXT trum the comparable group ror example. DuPont used 591 S miles to develop the variable
cosis lor the Dunn Movement As shown on L\hibii_(TDC- 1 1 ). all six (6) movements marked with a "3" in
Column 1 1 > ihui moved between He>den (FSAC i9345 m Column (4)) and Duan (TSAC 21091 m Column (6))

.110 n.xoiijs Irom the \\d\bill Sample thai CSXT identified as issue movements Each ol them movements hu&
59 1 s loaded miles (Column (11)) i e . the same miles used by Dul'unl The same is true for the Washington

Movunem where the miles for the issue movements between Hevden (KSAC 3934S) tmd Washington (FSAC 70699)
identified by CSXT equal SRi) 9 miles i e Ihe same miles used b> DuPont lo develop variable costs
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difleiunth. the miles for all ihc comparable movements taken from the Waybill Sample are based

on PC*Miler|Rail and the issue movement miles need to be on the same source

I able 3 below compare* the 3Q07 \unable costs pre.scnted by DuPont and CSX F lor each of

the three issue movements and shows the difference in variable costs caused by the differences in

inputs described abo\e

1 .ihk 3
Comparison of Du Font's and CS\1 "s C alculaiion

oflJKCS Phase III Cost Praeram Variable toMs Per Car

Amplhill - Ikulcn
I km \* \ .iruluiu- Duan

l l ) (2 ) (3 ) (4 )

1 ^U()7\. ir i ihk(ostl 'cr{. . ir- l) i i l \) i>l^ 1161X1)1 S I48 I 71 SI 47X Id

2 *0<>' ' \ i inihk(.i>si]\ .rl . ir-( S\l i tLC^dfi Sl.ftW 8h SI 57? t«

1 I ^\l it\.i (iiihLiiDuI'Dn1 - (74(1^ S2I7 15 S49 32

1 1 vhihnj 1 IX -'))

1 able 3 demonstrates the amount that CSXT overstated its 3Q07 variable costs for each of the

three issue mtnements

C. R/VC RATIOS FOR
THE ISSUE MOVEMENTS

I able 4 belou .shows the R/VC latios for eath issue movement as calculated by DuPont and

CSX I
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1 ,ihk 4
< umanxon of DuPonl and CSXT R/VC Kalios for the hiue Movements

Ailipltull -

llun

( 1 )

I K U K.iiiii-DiiPoni

I RU K d i m - l S X I i

1 I \hibH (HX.-V)

(2)

V;7°o

1X11%

Oiun

(3)

lk)dtin-

W.ishimiuin
( I )

3-lKB 155%

\s shown in Tuhlc 4 abo\c. ("SXf's R/VC ratio for each of the three issue movements is

diflerem from those calculated by DuPonl bccuusu of CSX f s improper calculation of variable costs

Both DuPont and CSX 1 agree that the R/VC ratios for ihu three issue movements are significantly

higher than the STB'sjunsdicuonal threshold ot 180%
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III. DL FONT'S FINAL MAXIMUM REVENUE / VARIABLE
COST RATIOS FOR THE ISSUE MOVEMENTS

I he STB's decision in Simplified Standards specified the procedures to develop the Maximum

R'VC Ratio lor the issue movements using the Three Benchmark Methodology In my Opening VS,

I piesented the results ofm> initial analyst's folio wing the STB procedures I have reviewed CSXT's

Opening e\ idence and based on that review ha\ c revised my opening evidence My revised analyses

are summan/ed be km under the following topics

\ Selection ot Comparable Movements

13 DuPont s final Maximum R/VC Ratios for the Issue Movements

A. SELECTION OF
COMPARABLE MOVEMENTS

In rm Opening VS at pages 8 through 10 1 explained how I selected the comparable

nun ements from the SI If s Waybill Samples for 2U02 through 2005 to develop comparable groups

lor each of the three issue movements At pages 14 through 22 ot its Opening tiling. CSXT

explained how it selected the comparable group that it applied to the Amplhill Movement (plastic

powder) and the comparable group it applied to the Duart and Washington Mo\ ements (plasticixcrs)

M> discussion of the comparable movement selection process is contained under the following

headings

1 Comparison of DuPom s fhrec Comparable Groups lo CSXT s Two Comparable Groups

2 Rex icw ol CSX 1 *s Comparable Groups

3 DuPont s I inal Comparable Groups
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1. Comparison of DuFont's
Three Comparable Groups to
C'SXT's Two Comparable Croups

1 n m\ Opening VS. I included three separate comparable groups, one tor each issue movement

CSX f included Iwo comparable groups, one for the Ampthill Movement (plastic powder) and one

tor the Duart and Washington Movement* (plastici/ers) I hat e developed a comparison of CSXT's

comparable groups to each of the three comparable groups from my Opening VS

I \hibit_i I DC-10) compares im initial comparable group for the Ampthill Movement to the

initial comparable group presented by CSX'J r:\hibil_ (IIX'-10) is broken into two sections The

first section lists the movements in my Opening VS comparable group ("DuPont Section") These

movements me color-coded to identify whether or not they were included in CSXT's comparable

group Movements .shaded in blue were included in CSX 1 's opening comparable group and must

be included in the final comparable group (discussed later in my testimony) Movements shaded in

\ello\\ \\cre not included in CSXT s comparable group for the \ello\\-shaded mo\cments, 1

identified one or more of the follow ing reasons as to why that particular mo\ement was nol included

in CSX I s comparable group based on CSXT's opening description ot its selection criteria

1 The first five digits of the S IX. C was other than 28211.

2 The miscellaneous charges were zero

3 It \\as identified as an issue movement,

4 f he origin or destination is in Canada

5 A short line or switching lailroad is invoked in the movement, and/or

6 The movement represents either a multiple car or unit train shipment
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Thc applicable reasom s) tor exclusion from CSXT s comparable group is/are identified b> numbers

I through 6 (corresponding to the atxne six reasons) which numbers were placed to the left of each

\cllow -shaded mot cmcm on l?xhibit_(TDC-IO)

I he second section of L\hibil_(TDC-10) lists the mo\ emems in CSXT s comparable group and

compares them to the comparable group I submitted for ihe Ampthill Movement ("CSXT Section")

C'SX I *s movements aie color-coded to identify whether or not they were included in my opening

comparable group Movements shaded in blue \scre included in my opening comparable group and

must be included in the Una! comparable group - Movements shaded in green were not included in

my opening comparable group For the green-shaded movements. I identified one or more of the

follow ing reasons as in why thai particular nun ement was not included in my opening comparable

group

1 The miles lor the moxement tell outside ol the mileage range specified in my opening
selection ci itcna. i e. outside +/-150 miles of the miles for the issue movement rounded
to the nearest 50-mile increment, or

2 The movement hud a lebill code othci than zero

h\hibii_(TF)C-l I) contains the same comparisons for the Duart Movement In the DuPonl

Section of r\hibit_( I DC-11) the six reasons listed above identifying wh> a purlicului movement

in m> comparable group lor the Duart Mo\ement was not included in CSX I"s comparable group

aie the same with the exception of the STCC criteria Tor the Duarl Movement (plastici/ers). CSXT

limited its selection ci itena lo only those S I'CC's listed in CSX'! Tanfi'28033

Exhibit (IDC-12) contains the comparison for ihe Washington Mo\ement using the same

leasons as the Duart Mo\ ement

- These arc the s.nne movements shaded m blue in ihe DuPont Section ol ExlnhitjTDC-10)



My discussion ul the reasons for the differences between CSXT s two comparable groups and

my three comparable groups is contained in the following section

2. Review of CSXT's
Comparable Groups

M\ rex tew and critique of CSXT's comparable groups, and how they relate to the comparable

groups 1 included in my Opening VS. aie included below under the following topics

j I Ise of a Single Comparable Group for (he Plasticizer Issue Movements

b Identification ol lss>ue Movements

t Comparable S"I CC's

d Miscellaneous Charges

c Canadian Movements

t Multiple Car and Unit Tram Movements

g Short Line Railroad Movements

h Rebill Code

i Length of Haul

a. Use of a Single
Comparable Group for the
Plasticucr Issue Movements

In m\ Opening VS 1 included two separate comparable groups for the Plusticizer Issue

Movements CSX 1 included only one comparable group and used it for both issue movements

CSX'I *s application of single comparable group to two separate and distinct issue movements is

LOiitrarx to Simplified Standards
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ln the discussion uf the Three-Benchmark Methodology in Simplified Standards, the STB makes

sex era 11 etc fences to 'issue movement'. "comparable group'1 and "challenged rale*1 in the smgular.-

Simnlilled Standards is clear that there must he a comparable group applicable to each 'issue

movement or "challenged rate * As I)uPont has challenged two separate plasiici/er issue

movements each u ith its o\\ n rate and mo\ cmcni character!sues, a separate and distinct comparable

group it requited tbi each issue movement CSXT has not followed the S1 B's procedures

b. Identification of
Issue Movements

Simplified Standards requires thai issue movements be excluded from the comparable group

In m\ Opening VS. I identified issue movements in the Waybill Sample as any movement from the

issue movement origin to the issue movement destination with the issue movement STCC and

trot cling in a DUPX ear These movements were excluded from my comparable groups -

In CSX I s opening. CSX'I identified issue movements in the Waybill Sample, and excluded

them Mom its two comparable groups using the same criteria I did with the one exception CSXT

excluded moiethun movements in DUPX ears trom its plaslici/cr comparable group -

I agree with the plastici/.er issue movements that were i den lifted by CSX I - However. 1 take

exception to how CSX 1 excluded the issue movements Horn the comparable group it used for the

iwo plustiu/cr issue movements

- See toi e\ample. Simplified Standards ai 6 16 17 18. and 21
- Then.- is no dispute over the identification of issue movements for the comparable group used b> each party lor

ihc Ainplliill Movement as issue movements only moved in DUPX cars
- There is no dispute over the identification of issue movements for the comparable group used by each p*irt> for

the Ainplliill Movement js issue movements onl> moved m DUPX cars
- UuPont comparable movement* thai were identified as plasiici/er issue movements hv CSXT aie identified with

.1 V in the DuPonl bet lion of Hxhibitj I DC-11) and F \hibilj I DC-12)



As CSX1 used a single comparable group tor Ihe lv»o issue movements. CSXT excluded from

its comparable group all Waybill Sample movements lor both issue movements As noted above.

Simplified Standards requires a comparable group for each separate issue movement and challenged

rate and CSX f did not meet this requirement

In Reply 1 have excluded the issue movements identified by CSXT but have done so separately

tor each issue movement Stated di iTercnily. in my final comparable group for the Duart Movement

included uilh this Replv 1 have excluded all llcvdcn to Duart movements from the comparable

group but ha\ e included any men emenK between 1 levden and Washington ns this movement is not

an issue movement lor purposes of the Duart Movement 1 excluded the issue movements for the

Washington Movement in the same manner, i e . I included movements between 1 leyden and Duart

as comparable movements for purposes ol the Washington Movement

c. Comparable STCC's

In mv Opening VS S 1'CC was not used as a selection criteria when developing the comparable

groups tor the issue movements

In Opening. ( SXT restricted its comparable group lor (he Ampthill Movement to onlv those

movements where the 5-digit STCC equaled 28211 CSXT resinned its comparable group for the

Duan Movement and Washington Movement to only those STCC's listed in CSX'l I'antl 28003

I Vised on in) rex ie\\ ol CSXT s Opening evidence. I have maJe one icvision to the selection

criteria lot my comparable groups, listed at pages 8-9 of my Opening VS

I agree \\ith CSX f that the comparable movements for the Duart Movement and Washington

Mo\ email should be lestnctcd to only those STCC listed in CSXT Tariff 28003 which is applicable

to plastici/ers CSX I has presumably grouped the STCC's in CSXT rant 128003 together because
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thev are handled in a similar manner, i e ihe> urc comparable In mv development ot the final

compatible group for the Ouarl Movement and the Washington Movement. I have added the

selection critei ia that the SICC must be listed in CSXT1 anil 28003

1 disagree with CSXT s restriction that the onl> movements comparable to the Ampthill

Movement t plastic powder) are those with a S-digit S1CC of 28211 I believe that the same

selection Liitenncan he applied to this movement as CSXT applied to the plasticizor movements,

i e restuct the SI CC s to only those listed in the applicable tariff The applicable tariff for plastic

powder movements such as the Ampthill Movement (S fCC 2821163) is CSX I' I arift 28211 In my

development ot the final comparable group for the Amplhill Movement. I have added the selection

criteria thai the SI CC musl be listed is CSX I tariff 28211

d. Miscellaneous Charges

Miscellaneous Charges is a field in the Waybill Sample that is separate from the freight revenue

field In ealuiUiiing the RSAM and R/VC ,K, ratios, the STB calculates the revenue lor each

movement in the Vvayb'll Sample by adding miscellaneous charges (o the freight revenue In

calculating the R/VC ratio for the movements in each comparable group. I followed the same

procedure

CSX1 also followed this procedure lor the comparable movements it selected 1 lowcvcr. CSX 1

used Miscellaneous Charges as a comparable movement selection criteria Specifically, in Opening

at page 18 CSX'l slates that it'excluded from its comparison groups any shipments to which a fuel

siirchat ge did not apply ' As the Wav bill Sample does not have a field titled "Fuel surcharge". CSXT
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exeluded .ill movements where the miscellaneous charges were zero- CSXTs exclusion of

mo\emonts \\iih no miscellaneous charges is improper for at least three reasons

1 irst C SX I' provides no evidence of a link between fuel surcharges and miscellaneous charges

reported in the \Vuvhill Sample 1 he Waybill Sample User Guide provided by the S I'H along with

the Wa\bill Sample, defines Miscellaneous Charges as The total of all miscellaneous charges

excluding transit and freight revenue charges, sho\\n in dollars " The definition clearly makes no

reference to fuel surcharges

Second. CSXT does not provide any evidence that it reports fuel charges separately in the

miscellaneous charges field of the Waybill Sample or that fuel surcharges arc the only monies

reported in the miscellaneous charges field

I astl> CSXT attempts to justify Us exclusion of movements with no miscellaneous charges,

which C'SXT equates to fuel surcharges, by stating that fuel prices have nearl) tripled from January

2002 to lanuary 2008 and more than doubled from Januar\ 2002 to December 2005. the lime period

covered b> the \Vu\bill Sample - CSX1" gives the impression that it was not compensated for

increasing luel prices if there was no fuel surcharge shown for a movement bven assuming that the

miscellaneous clurges did reflect luel surcharges lliL- luck of miscellaneous charges docs not mean

that I SXT was not compensated tor increasing luel prices

Rates lor rail iraflie and therefore rates for the comparable movements, are adjusted by the

RaiU ost Adjustment Factor (' RCAI""). or some variation, whether they are tariff moves or contract

moves A maiui component ot the RCAF is fuel prices txhibit_(TDC-l 3) contains a comparison

- DuPonl Lomp.irdble movements with asro miscellaneous charges that were excluded by CSXT arc identified
wuhd 2" in the DuPiim Section ot Exhibit (I IK'-10) l-'xhibiijTDC'-l I) and Exhibit _(TDC-12)

— See tiKHnoie 19 on page 18 of CSX I \ Opening c\ idenie
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of the increase in the LIA U S No 2 Diesel fuel price cued by CSXT and the fuel component of the

RCAf As shown in Fxhibil_(TDC-13). the fuel component ol the RCAF increased at a taster rate

t h a n U Y s U S No 2 Diesel price Specifically, the fuel component of the RCAF nearly quadrupled

from 1Q02 to 1Q08 and more than tripled from 1Q02 u>4Q05 liven if there was no separate fuel

charge the rate adjustment mechanism c g, ihe RCAF. was capturing the increase in CSXT's fuel

prices

On a final note CSXT s exclusion of movements with zero miscellaneous charges improperly

increases the K/ VC latio for the comparable groups us movements with miscellaneous charges have

higher R/VC ratios than movements with zero miscellaneous charges CSXT * selection process

lesults in the highest possible R/VC ratios for the comparable groups

1 01 the aho\e reasons. CSX 1 "se\clusion of comparable movements simplj on the basis of asm

miscellaneous charges is improper

e. Canadian Movements

In m\ Opening VS I did not use a Canadian origin or destination as a comparable movement

selection uitena CSXT states, at pages 17-18 o! its Opening, thai movements with an origin or

destination in Canada were excluded from the comparable group because the S I'B does not collect

cost and revenue data for movements in Canada by Canadian earners

CSX I is correct in its characterization of how the STR collects cost and revenue data for

t anuK/nm tarriers I he problem with CSX I's logic is that it excluded movements handled by a U S

earner nanieK CSX I
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All nl ihe movements included in my Opening VS comparable groups arc movements thai arc

originated and terminated by CSXT and no Canadian curriers arc involved in the movement of that

iralfii - In tact if a Canadian carrier was involved in a movement, the movement would not be a

local CSX I movement and would not be selected

I treated these imnemenls in the same manner as the S PI) treats them in the Waybill Sample

and in the calculation of the RSAM and R/VC ,„., ratios 1 hese movements travel only a few miles

in Canada-= The variable costs in the Wa\bill Sample cover the movement from origin to

destination- The revenues reflect the revenues for the entire movement for purposes of the

RSAM and R VC ,h calculations, the STB treats these movements as domestic U S movements -

C'SX I did not adhere to Us slated selection criteria 1 here are nine movements on

Exhibit 11 DC. -14) that are shaded in blue All nine of these moments originate m Canada and are

included in C'SX I s opening comparable group for the Ampthill Movement As these movements

were included on Opening b\ both parties, they must be included in the final comparable group As

the final comparable group for the Ampthill Movement must include Canadian movements, there

is no basis to exclude them

- Uul'uni comparable movements thai were identified as Canadian movements by CSXT arc identified with a * 4"
m the DuPont Section of Exhibit (TDC-IO) Lxlnbitj TDC-11) dnd Exhibit (TDC-12)

-* Six r\hihii_( I DC-14} tor a li&tinu ot the Canadian movements included m the final comparable groups for the
issue movements the miles in Canada and the percentage of total movement miles in Canada As shown on
r\lnbn (I DC-! 4) i he longest movement in Canada equaled 42*1 miles and the highest percentage of total
movement miles m Canada equaled 7 I % Many of Ihe movements traveled onl> I 3 miles m Canada or less than
l"u ot the total mile-*

— I hii (.\m bi- verified h> costing the Canadian movements in the Waybill Sample as I SXI local movements using
the URCS Phase 11) tost program and ihc movement characteristics included in the Wavbill Sample The loaded
miles shown for the Canadian movements in the Waybill Sample can be verified as the miles Tor the entire
movement including the miles in Canada b\ using PC* M Her | KailU *• • k^ •

— Tin', information was provided to 1 I" Pcabody£ Associates, Inc b> ihcSTBsuillat.1 Junuar> *!*) 200R meeting
in the S FH offices also attended bv CSX I
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Based on the above CSX'Ps exclusion from the comparable groups ot C'SXT local movements

originating or terminating in Canada is erroneous

f. Multifile Car and Unit Train Movements

In m> Open ing VS. I included a multiple car or unit train moxcmeni in my comparable groups

if the moxcment met all of the selection criteria - CSX I excluded all movements that were not

single car movements

Simplified Standards explicitly allows the inclusion of movements with different cost

characteristics as the S I"H stated at page 17 " that movements with different cost characteristics

may he included in the comparison group' and * there is no reason to presume that the K/VC

ratios should be different"

C SX1 s exclusion ol comparable mo\ emcnts Mmply because they have more cars than the issue

ino\emems is unsupported By restricting my final comparable group to only those SI CC's listed

in CSXT Tunl1282II lorthc Ampthill Movement and CSXT Tariff 28003 lor the Duart Movement

and the Washington Movement, I tuve eliminated all of the unit train movements and virtually all

of the multiple car mmcmenls fiom my final comparable groups Hnwcwr I have included four

multiple car movements in the final comparable group for the Ampthill Movement

g. Short Kinc
Railroad Movements

CSX I" stated on Opening, at page 17. that it excluded all movements thai "were originated or

terminated by a short-line or handling earner based on the freight Station Accounting Code

— DuPont comparable movements that arc multiple car ur unit tram movements are identified with A "6" m the
DuPont Setlion ul IMiibil (1IX"-10) Exhibnjl DC-111 and ExhibiijTDC-12)
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("hSAl ) information reported in the CWS " CSX I' identified these movements as movements with

an origin 01 destination I-SAC beginning with a "6"

I did not exclude these movements Irom my comparable groups in my Opening VS as ihe FSAC

was noi one ol my selection criteria - I could not verify CSXT's claim thai FSAC's beginning with

a "6" were short-line or handling earners In order to eliminate this area of dispute. I ha\c accepted

CSX I" s position and eliminated two such movements from the final comparable group for the

Amplhill Movement There were no such movements in my final comparable groups for the Duart

Movement or the Washington Movement once I restricted the comparable movements to onl> those

STCC s listed in the applicable la rifts

li) eliininaiing these movements I am not agreeing with CSX'I's position on short line railroad

movements In the \Va\bill Sample, the STB treats these as CSXT local movements and applies

CSX r\ unit cost to the enure movement when calculating the variable costs This demonstrates that

these movements originate and terminate on CSXT and arc controlled by CSXT

II the STB considered these men emcnts other than CSXT local, they would apply regional unit

costs to the non-CSX I portion of the movement and CSXT unit costs to the CSXT portion and

classif) the movement as interline For example, a joint short line eastern railroad plus CSXT

movement would be considered as an interline forwarded movement on the .short line railroad and

an inicilme received movement un CSXT 1'rom a cost ol .service perspective the short line Phase

IH costs would be based on Eastern Region unit costs and include an origin terminal cost, applicable

line haul costs and interchange costs 1 he CSX 1' portion ot the movement (the interline received

portion) \\ould include interchange tosts applicable line haul costs and a destination terminal cost

- Dul'om luiiipardhlc niuvcmenis that were identified iis movements involving d slioit-lme or handling Cdiner arc
idontitied with ii 5" in ihc DuPont Section ot Exhibit JI DC-10) I \hihiij IDC-11) and Exhibited DC-12)
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These iusts would clearly he greater than the costs lor a local move because ol'lhe introduction of

interchange costs tor both railroads and Ihe rc.su 1 ling R/VC ratio would he lower

h. Rehill Code

In my Opening VS at page 8 one of my listed selection criteria was that the movement must

have a Rehill Code of 0" As defined in the Waybill Sample User Guide pro\ ided by the S I'B along

with the Waybill Sample a Rebill Code of *0" indicates a local movement and Rebill Codes ol "1",

"2". ur 3' reflect onl\ a portion of the through movement -

CSXT did not use the Rebill Code as a selection catena Many of the movements contained

in CSX 1" s two comparable groups have Rebill C'odes other than "0" —

CSXT s inclusion ol movements \\ilh Rebill Codes other that "0" is improper as it violates the

selection criteria used by both parties that the movements in (he comparable groups must be local

minemenls

i. Length of Haul

In m> Opening VS. ui page 9. I explained that one of m\ selection criteria for comparable

movements was loaded miles within a range of plus or minus ISO miles of ihe issue movement

loaded miles lounded to the nearest 50 miles Phis resulted in milage ranges of 600 to 900 miles for

the Ampthill \1o\ement. 450-750 miles lor the Duart Movement and 450-750 miles for the

Washington Movement

— KebillCodc I i&dcfincdas originated-dehvcred" Rebill Code '2 is defined as received-delivered and Rebill
Code i' :s defined j*' received-terminated"

— L%S\1 t-uiiipaidble mowmenls \Mili RobillCudusuthtinhan'O' aic identified uith a "3" in the CSX 1 Section ol
I \hibii (MXMU) t\hibi1_(llX-M)an(ihxnibit_(IDC-12)
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In Opening. CSXT's selection criteria was much broader, i e . CSXT included movements in

its tun Lorn parable groups with mileages as low as 209 miles and as high as 1.740 miles for the

\mplhill Movement (plastic powder) and as high as 1.454 miles for the Duart and Washington

Movements (plaslicizers) The difference in length ol haul lor the comparable movements is the

mam reason vvh) DuPnm did not include mam of the movements selected bv CSX 1 -

I'SXl s broad mileage range includes many movements that arc not comparable to the issue

movements For example the Ampthill Movement travels 772 1 miles in the loaded direction

C'SX 1 has included movements with loaded miles as low as 209 miles, less than 30% of the length

ol the Ampthill Movement

I o demonstrate the problem with CSX'I 's mileage range, I performed an analysis of URCS

Phase 111 variable costs lor two sample movements, one that was included in both my comparable

group and C SX f's comparable group for the Amplhili Movement and one that was included in both

in} comparable group jnd CSX I "s comparable group lor the Duart Movement I developed the

variable costs tor the two example movements changing onlv the miles traveled by the movement

iind I ecu ing the other characteristics the same I started with the assumption that each movement

traveled 50 miles and increased the miles in increments of 50 1 then plotted the variable cost per

ton-mile results tor each distance to develop the trend lines shown on ExhibilJ fDC-15) 1 then

identified the point on the cost pei ton-mile curve that corresponded to the lower and upper mileage

boundaries in the comparable movements for both DuPoni and CSX 1 As seen on Exhibit_(TDC-

15) the range in coal per ton-mile for CSX I"s mileage boundaries is much greater than the range

—' C SX I comparable moxemvnis ihdi .ire outside ihc mileage range used b> DuPont HIV identified with a I" in the
(. b\T Vecuon ol rMnbiljTDC-10) LxtubiiJ I DC-11) and KvhibuJTDC-12)
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for Dul'ont s mileage boundaries In other words, by extending the mileage boundaries to several

bundled miles shoriei or longer than the issue movement, CSXT has included a much greater

variation in costs of providing service For example, on page 1 ol'Exhibit_(TDC-l5) showing the

cost uirxe tor the example movement Irom the Amplhill Movement comparable group. CSXT's

range in variable costs is Irom $004072 per ton-mile to $001983 per ton-mile Dul'ont's range is

from $0 02500 per um-mile to $0 02218 per ton-mile A similar result is shown in page 2 of

l:xhihn_( ] DC-]?} toi the example movement from the Duart Movement comparable group

The reason ihc change in variable costs is significant is that \ unable cost sets the floor for rate

making purposes I he contribution made by captive tralfic (the differential between the rate and the

variable cost) is approximately the same as the SI li's maximum rate procedures produce the rate

ceiling \\ith those two facts in mind, movements of shorter haul capti\e traffic will command

higher i mes (measured on a mills per ton-mile basis) than movements of longer haul captive traffic

Stated ditteremh shorter haul captive movements will have higher rates (measured on a mills per

ton-mile basis) man longer haul captive movements, all other things held constant By beginning its

comparable gioupat the 200-mile range dnd ending over 1.700 miles CSX I has included moves that

are not comparable because ol the differences in the length of haul Ry comparison Du Pom's narrow

mileage range results in the selection of similar movcmc'iils
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3. DuFont's Final
Comparable Grouns

DnPont s final comparable groups for each movement at issue arc discussed under the following

topics

a Modification to Opening Comparable Groups
b Densiiv Criteria

u. Modification to Opening
Comparable Groups

Modifications to DuPont's Opening comparable groups and development of the final

comparable groups are discussed below for each issue movement

(1) Ampthill Movement

Based on m\ icview, of CSXT s open my evidence. I ha\c made luo modifications to my

opening comparable gioup of 1,111 movements tor the Ampthill Movement The first modification

is the restriction of comparable movements to onl> thobe S1 CC's listed in CSXT lantf 28211 The

second modification is the elimination ot two short-line railroad movements

C\lnbujTDC-16) contains m> final comparable group ot 361 movements for the Ampthill

Movement I he mo\ cments shaded in blue are movements thai were included in CSXT's opening

comparable group and based on Simplified Standards must be included in the final comparable

group Fhe men ements shaded in yellow were not included in LSXT's opening comparable group
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(2) Quart Movement

Based on my review of CSXT's opening evidence, I have made two modifications to my

opening comparable gi oup of 1.063 movements for the Duart Movement I he first modification is

the restriction of comparable movements to only those S1CC s listed in CSXT Tariff 28003 The

second modification is the elimination of six issue movements identified by CSXT

F xhibii_( 1"DC-17) contains my final comparable group of 154 movements for the Duart

Movement The movements shaded in blue are movements that were included in CSXT's opening

comparable group and based on Simplified Standards must be included in the final comparable

group I he movements shaded in vellovv were not included in CSXT's opening comparable group

(3) Washington Movement

Based on m\ icview of CSXT's opening evidence. 1 have made two modifications to my

opening comparable group of I 06"i movements for the Washington Movement The first

modifiLUiion is the restriction of comparable movements to only those STCC's listed in CSXT

1 anff 28003 The second modification is the elimination ol twelve issue movements identified by

CSXT

h\hibit_(TDC-18)containsmv final comparable group ol 148 movements for the Washington

Movement The movements shaded in blue are movements thai were included in CSXT's opening

comparable group and based on Simplified Guidelines must be included in the final comparable

group I he movements shaded in yellow were not included in CSX I's opening comparable group
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b. Density Criteria

In Simplified Standards. «rt page 17. the STB hsicd a number of factors relating lo the

determination of comparable movements One of these factors was "traffic densities of the likely

routes imolved

In order lo assess the "traffic densilies of the likely route* involved" density information is

needed Irom the railroad as accurate density information is not publicly available In discovery.

DuPonl requested and CSX f provided. CSXT system-wide density maps lor 2002 through 2006

In its lanuary 15. 2008 decision in this proceeding, at page 3 the S113 stated "Neither the

earner nor the shipper is permitted lo use information from the carrier s Hies to advocate for a

particular comparison group " Based on the STB's decision, this prevented DuPont horn using the

("SX'l densitx charts pioduced in discover)

In its January 31 2008 decision in this proceeding, the SIB reversed itselt stating at page 4,

I he panics may each rely on the traffic density maps provided during discovery to .support their

comparison group ' Unfortunately, there was only one \vorkmg day between (he date this decision

uas issued and ihc date opening evidence was due Consequently, neither party included any

anal \ sis of density in opening

As the STB has now allowed the use of CSX'I 's density maps. I conducted a density analysis

of the movements contained in each ol my three final comparable groups Using PC*Miler|Rail, I

obtained the routes and mileages for each of the movements and applied the line segment densities

obtained from the C SXT 2006 density map produced in discover)' to calculate the weighted average
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densitv in million gross ion* per mile ("MGT/mile") tor each movement and the simple a\cragc

dcnsilv tor ihe comparable group as a whole —

F:\hibitjTDC-16) Column (14). contains (he results of m> analysis for the Ampthill

Movement As shown on Exhibit JTDC-16). the weighted average density lor the issue movement

is 74 0 MG f/mile The simple average density for the comparable group is 52 8 MGT/mile The

weighted average density for the individual movements ranges from 20 I MGT/Milc to 1124

MOT'mile '] he weighted average density range for the individual movements shaded in blue, i c ,

the movements that were included by both parties and must be included in the final comparable

group, is the same as the range for the entire group All the movements included in my comparable

group thai are not included in CSXTsopemngcomparable group (the movements shaded in yellow)

fall within the density range of comparable movements selected by both parties

ExhibitjTDC-l 7) Column (14). contains the results of my analysis for the Duart Movement

As shown on I:\hibil_iTDC-l7) the weighted average density for the issue movement is 52 5

MGT mile The simple average density for the comparable group is 57 4 MGT/mile ITie weighted

average dcnsit) for the individual movements ranges from 24 5 MG I'/Mile to 96 8 MGT/mile The

weighted average densiij range lor ihe individual movements shaded in blue, i e, the movements

thai were included b\ both parties and must be included in the final comparable group, is from 32 1

MGT'mile to 96 8 MGT/mile All but three of the movements included in my comparable group lhat

— The ik-nsii> unalysis is included in my electronic \vorkpapcrs
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arc run included in CSX I's opening comparable group (Ihe movements shaded in yellow) fall within

the densilv range of comparable movements selected by both parties -

Fxhibitj 1DC-18). Column (14). contains the results of my analysis for the Washington

Movement As show n on F.xhibit (TDC-18). the weighted average density for the issue movement

is 39 6 MO I'/mile The simple average density tor the comparable group i.s 58 7 MGT/milc The

weighted average dcnsit> tor the individual movements ranges from 24 5 MG IVMile to 96 8

MGT'milc 'I he weighted average density range for the indi\idual movements shaded in blue, i e .

the movements that were included b> both panics and must he included in the final comparable

group is Irom 32 1 MO 1/milc to % 8 MGT/mile All but three of the movements included in my

comparable group that are not included in CSXT's opening comparable group (the movements

shaded in yellow) fall within the density range of comparable movements selected by both parties ^

1'he densii} ranges shown above reflect comparable movements based on the density threshold

used b\ the SIB When evaluating track and traffic conditions, the STB requires each Class 1

railroad to group these characteristics by density category- Track category A (the most densely

traveled rail lines) groups rail lines with 20 MGT'mile or higher

Additionally the SIB requires that the Class 1 railroad calculate road property depreciation

rates b> densitv category m Schedule 416 ot Annual Report Form R-l *lhc same basic density

categories used for nock thanu. ten sties, discussed above are used to calculate road property

— I he thiee movements tliat fall outside (he range of densities fur the blue-shaded movements have a weighted
a v LI age dcnsit) ot 24 5 MGT/milc As noted in the previous discussion of the densities for the Ampthill
Movement both parties included a movement with a weighted average density of 20 I MGT/mile which indicates
ihui 24 5 MG 1 'mile is noi outside the representative density range

— The three movements that full outside the rjnge are the movements with a weighted average densilv of 24 S
M(i I mile discussed above

— Annual Report form K-1 Schedule 720 For purposes ol Stlicdule 720 average dcnsil> is determined based on
triiek-miles and not route miles for purposes of my density anjl\sis I used route miles because truck-miles Here
not available for each route
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dcprcciaiion rntcs The comparable movements 1 selected fall into the top density category used by

the S I'D

In suminar>. I hu\ c considered density in my analysis and it supports m> final comparable group

for each issue mo\ement

B. Dl'FOMT'S FINAL MAXIMUM
R/VC RATIOS FOR
THE ISSUE MOVEMENTS

1 o develop the Maximum R/VC Ratio lor each issue nun cmcni. 1 followed the procedures set

forth in Simplified Standards hirst. I selected the comparable group for cuch issue movement

Next 1 multiplied the k/VC ratio for each comparable movement by the ratio of (he CSXT RSAM

and R'VC ,,, four-) ear average contained in the STB's December 20.2007 decision in Ux Parte No

>47 (Sub-No 2) RtHc GuiJelme\ - Ntm-Cttal Proceeding ("Non-Coal Guidelines") I then

calculated the mean and standard deviation for the adjusted R/VC ratios for the comparable group

Next, using the mean and standard deviation, 1 calculated the 90% confidence interval around the

estimate ol the mean to determine the upper boundary of the mean for the comparable group which

becomes the threshold for determining if a rate is unreasonable

ISXT followed the same procedures with one major exception CSXT deviated from the

STB's specified procedures by apph ing an annual adjustment ratio (RSAM to R/VC' ,K!|) to the R/VC

ratio ot each movement in us comparable group, depending on the year of the movement, rather than

the S fR's specified 4-year average adjustment ratio Simplified Standards makes it very clear that

the 4-ycar average adjustment ratio should be applied The STB slates, at page 20. in the section

titled 'Method to Calculate RSAVl and R/VC IW". "In a rate ease, we will not rely on the figures

for a single year, but w ill use a 4->ear average where possible " Clearly a 4-\ear average is possible
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in this proceeding as Ihe S FB published the 2002-2005 RSAM and R/VO180 ratios in its December

20 2007 decision in Non-Coal Guidelines

Table 5 below compares my calculations ot the issue movements* R/VC' ratios to the Maximum

Ry'VC Ratios calculated using the final comparable groups and following the S FB's procedures -

Table 5

Maximum Rate for Issue Movements Lsme STB's RSAM and R/VO 180

1

:
*

4

5

d

-
=
-

2

'-

Item

(1)

3Q07 Raie per Car (Including Kiel
Sunliarge)-

3Q07 Vai uble Cost per Car -

R VC Ratio -

Maximum R VC Katio-

Maxmium Rjlc per Car -

Amount C SX 1 Rale per Car
Exiueds Maximum Rate per Car -

1 able 1 above
1 able 3 above
Line 1 - Line 2 \ 100
L\hibil_(IDC-l6) Txhibit (TDC-l7)and
1 me 2 \ Line 4
1 me 1 - Line 5

Ampthill - Heyden -
Wvandnnc fjuan

(2) (3>

SM2642 S59I766

Sl.blSOl 51,481 71

3070.1 39W'«

328% 33l(!'o

SS ^07 07 54.904 4ft

SI.II93S $101320

CxhibitjTDC-18)

Hevdcn -
LJuart
(3)

SS,604 86

Sl,478 16

379%

331%

S48927I

$712 15

-'4— The calculation of the final Maximum R VC Ratio for eaeh ISS.UL- movement is shown in ExhibiijTDC-16) through
Exhibit ( TDC-18)
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Ab shown in Table 5 above. CSXTs rate for each of the issue movements (Line 1) exceeds the

rate hjsed on the Maximum R/VC Ruiio (Line 5) tor the comparable group by an amount ranging

from $712 15 per car to SI.119 35 per car
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IV. OTHER RELEVANT FACTORS

In this section of my Reply VS, 1 first review and critique the other relevant factors included by

CSX1 in its opening evidence Then. 1 quaintly and apply Du Pom's other relevant factors to the

issue mo\emenis based on DuPont *> "final offer comparable groups 'Ihc results of in> other

relevant factor analyses arc summarized below under the following headings

A C'SXTS Other Relevant I actors

H Application ot DuPont's Other Relevant Factors

A. CSXT'S OTHER RELEVANT FACTORS

M) discussion of CbXT's oilier relevant factors addresses the two factors developed by CSX'l

in opening, i e . (I) an adjustment to RSAM Ratio, and (2) indexing of Waybill Sample van able

costs and revenues

1. Adjustment to
RSAM Ratio

In December, 2007. the STB published the results of us RSAM and R/VC I8n calculations for

CSX'l - Based on the SI B"s RSAM and R/VC m) ratio calculations for 2002 to 2005, the average

mark-up fai.lordeve!opedbydividing the RSAMratiobyihe R/VC I8llralio equals I 24 This mark-

up factor is applied to movements in the comparable group

•^ bee Non-lo.il Guidelines served December 11 2007 and corrected December 20. 2007
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CSXT stales that it used the STB's RSAM and R/VC ,M! figures to calculate the required mark-

up ratios, but made an adjustment 10 its calculations to account for an alleged daw in the S FB's

methodology- ( SX1 asserts that the STB s Simplified Standards procedures should have adjusted

the REY.|illlllur component of the RSAM ratio to account lor income taxes attributable to the

additional revenue needed for CSXT to be deemed revenue adequate Specifically CSXT believes

the correct procedure lor developing the mark-up factor is to divide the difference between the

RSAM and R/VC ltlll ration by one less the railroad's statutory federal and slate income tax rates, and

add the lesultanl quotient to the R/VC 1Kl, ratio - According to CSXT. this would produce a tax-

adjusted RSAM ratio, and a resultant lax-ad justed mark-up factor

'] here arc two primary problems with CSXT's RSAM adjustment First. CSX 1 assumes that

the additional revenue from the REVsh(irlirtll calculation would be taxed at CSXT's statutory tax

rates v\ iihout any support lor its assumption Second, the variable costs used to calculate the RSAM

and R/VC ltin ratios are already overstated due to an over recovery of income taxes, which

understates the size ol the R/VC ISII traffic and artificially increases the revenue adequacy

adjustment factor 1 address these two issues below

f Sec C SXI Opening Evidence at 22
— CSX1 s logic is ihat the KLV,, tal lomponeni in the KSAM ratio is calculated based on after-lax earnings.

and d straight application of the component to the R'VC ,„„ ratio which is based on pie-lax revenues, would
leave a railroad below a revenue adequate level



-33-

a. Statutory Tax Rates
Versus Effective Tax Rates

C'SXT s assertion that parties should adjust the RtV,hll0lllir component of the RSAM ratio at

CSX1 *s statulor) federal and state tax rates ignores the luel that CSXT's income tax expenses do

not relied a straight application of the statutory tax rates. Simply stated. CSX 1 *s effective tax rate

is significant!} different than the statutory lax rate

"I he eftectix e tax rate is the amount ot tax an individual or firm pays when all other government

tax ottscis or pa>mcnts are applied divided by the tax base CSX T's Annual Report Form R-1 data

dcarl) show, s that the railroad s elTecrive tax rate does not equal combined federal and slate statutory

rates as assumed b\ C'SXF One can distinctly see this tact in looking at CSX'l "s Form R-l data

In 2003 CSX1 recorded $297 million in income from continuing operations before taxes, but

booked a tax benefit, not a tax expense of $50 million — In other words. CSXTs net railway

operating income increased due to tax benefits This was not an isolated situation CSX f booked a

tux benefit of $21 5 million in 2002 while generating nearly $500 million m income from continuing

operations - In sum between 2U02 and 2005. CSXTs effective lax rates were well below the

siatuion, standards in each >car

I here are a number of factors thai ean dn\e u firm's effective tax rate \\cll below its statutory

lax rale I hc&e include, but are not limited to. the impact of deferred income taxes, tax-loss

earrvforwards and carr\backs and go\ernmental tax credits CSXT's Form R-l data for 2003 does

not indicate the reason for the large tax credit booked by CSXT but the simple fact is that it

illustiaies clearly that CSXT is not paying taxes at a statutory level

* See C SX1 20U3 Form K-1. Schedule 210 Lines 46 und 63
- See C SX T 200: Form K-1 Schedule 210. L mcs 46 diid 63
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While it is clear that CSXT'b average effective tax rale i* below Ihc statutory level, it is unclear

that CSX I's marginal tax rate is also belo\v the statutory le\cl since it is not possible to verify

CSX'I s eflecti\ e marginal tax rate \vith the available information A marginal tax rate is the tax rate

that applies to the last dollar ot the tax base, and often applied to the change in tax obligations as

income uses In this instance, the REVshllTlllw. dollars added to ihc Revenue I8I) while holding all

other operating expenses constant would be considered marginal revenue CSXT assumes that this

ievenue would be taxed ut (he siututor) rale However, it is not possible to calculate the actual

impact of taxes on this additional revenue with data in the record, or with publicly available CSXT

financial data Rather, to effectively calculate the impact of the additional revenue would require

a complete set ol'CSXT income lax returns lor the 2002 lo 2005 time period Without this data, one

cannoi trul) deteimmc the tax impact if any. of the additional tevenuc

C SX'I simplisiicall) assumes thai the additional revenue contributed by the RbV%hlinilXiI figure

would be taxed ai a statutory level CSXT bus clearly provided no support for this assumption in the

i ecord of this case 1 f the STB were to accept CSXT's argument lhat the RLVJml inn component of

the RSAM ratio required a lax adjustment, the only logical lax rate to use for the adjustment is

CSXT s elfecti\e lax rale for each year I he use of CSXT's effective tax rule reflects the fact lhat

CSXT docs not incur lax expenses at the statutory rate, and would therefore provide an adjustment

consistent with CSXT s actual tax position l:\hibitj I DC-19) contains a restatement of CSX I's

mark-up factor calculated using CSXT's eficciivc tax rates As shown in lixhibilj fDC-19). ihe

corrected mark-up factor equals 1 26 raihcr than CSXT's o\erstaied factor of 1 38



-35-

b. tRCS Overstates the
Required Tax Recovery

"Ihe SfB's URl'S model includes u variable reium on investment ("RO1") component

tabulated using a pi e-lax weighted-a\ erage cost of capital (" W ACC" ) based on the federal statutory

lax rate of 15 percent The use of the pre-tax WACC in the \anablc R01. which adjusts the cost of

cquit) to allow for a return to common equity holders from after-tax earnings, explicitly adds

additional \atiablc costs to each movement to cover the railroad's hypothetical tax burden.

However, as explained above, railroads seldom pay taxes at the statutory rate due to offsets and

credits and their actual tax expenses are much lower than implied by the statutory rate Therefore,

using a statutory tax rate in the L'KCS model leads to an overstatement in each movement's variable

costs

F \hibti_lTIX. -20) illustrates the impact of the overstatement of tax recovery inherent in URCS

As shoun in Lxhibit _("! DC-20). actual federal taxes booked b> CSXT in 2005 equaled $220 million

based on R-l Schedule 210. Line 47 In contrast, the S TB's 2005 URCS implicitly included S748

million to cover the taxes inherent in the URCS \ariable RO1 calculation In other words, the URCS

model included over three times the amount of costs necessary to cover CSXT s actual income tax

expense

The effect of the tax overstatement in URCS has a direct impact on the calculation of the RSAM

revenue adequacy adjustment factor At a base level, the STB uses L'RCS variable costs, along with

revenue statistics, to identify the movements to include in the R/VC ,„„ sample group, and the

subsequent Revenue l)Hl "I he problem lies in that the S fB has effectively excluded movements from

the R/VC IIU. sample group, and lowered its Revenue ,mi figure, by overstating tax recovery in its

URCS variable tost calculations for example, assume a movement has an R/VC ratio of 179
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percent based on ihc S1 B's URCS \ ariablc costs as presently calculated Removing the tax recovery

overstatement from the URCS variable costs would reduce the denominator in the R/VC ratio

Calculation and increase the R/VC ratio for the movement above the 180% threshold for inclusion

in the R'VC m, sample group It is likely that correcting the URCS variable costs for this tax

recover) o\ erstatement would increase the number ol movements in the R/VC ,WI sample group, and

Ihcretn increase the total Revenue ,„„

An> change in the Revenue ,„, has a direct impact on the SI B's revenue adequacy adjustment

lactor since in its simplest form, the adjustment factor is equal to I plus the RHV^rtmw divided by

the Revenue ,* — If iheSIBweretocalculatcOSXT'sURCSvariablecostsusingaprc-tax WACC

taking into consideration CSXTs ellectivc tax rate, instead of a statutory tax rate, the size of the

R/VC ,<, traffic group would be larger and produce a more accurate revenue adequacy adjustment

(actor

2. Indexing of Waybill Sample
Variable Costs and Revenues

CSX I asserts that the 2002 to 2005 revenue and variable cost data tor the comparable group

provides an inconsistent comparison for evaluating the R/VC ratios of the challenged rates, which

were established in 20U7. due to inflation in rail rates and railroad operating costs - To address this

alleged inconsistency CSX 1 proposed three indexing methods - two related to indexing revenues

and one for indexing variable costs - to adiust the comparable group's R/VC ratios CSXT s first

proposed method lor indexing prior year revenues to 2007 levels relied upon average chemical

revenue per unit as reported in CSXT's publicly available financial reports for the 2002 to 2007

~ I • (KC\.hl.1%ll-RCWIHIC ,„,)
- Sec (. SX1 Opening F,\ idcncc ai 25
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penod The second re\ enue indexing method used a combination of the publicly available changes

in revenue developed in CSXTs first proposal and revenue data extracted from CSX 1* s confidential

traffic files Finallv C'SXf proponed to ad|iist ihe comparable group's \unable cost calculations

based on publicly available railroad cost factors

As a threshold matter. Simplified Standards explicitly rejected as unnecessary the very type of

indexing pioposed by CbX'l - The STB also stated that it any party wished to present additional

evidence of indexing ol revenues and/or costs, the additional evidence would be evaluated as 'other

relevant factors - The STB warned, though, that the parly submitting such additional evidence

would bear the burden ot proof of the necessity of the proposed change, and require that the

proposing part\ quantity the evidence in an objective, transparent manner -

With the STB\ instructions in mind, u is clear that CSX 1' did not meet us burden because

CSXT did not slum that the adjustments are necessary l-irsi CSXT s evidence was not presented

obiectn el> since CSX f tailed to adiust all relevant revenue and cost data, and instead focused only

on the data that would increase the comparable group's R/VC ratios Second. CSX l"s indexing leads

lo a double count of the revenue necessary for CSX 1 to reach revenue adequacy Third. CSXT has

lulled to pro\ idc thorough and reliable proof that the adjustments were necessary to reflect changes

in the market I discuss mv reasons for C'SXT s failures below.

^ Sec Simplified Standards at 84-85 "We do not believe lhat any adjustment to rail costs is necessary,' and "Nor do
we believe a revenue adjustment is appropriate "

— See Simplified Standards at 85
- See Simplified Standards at 77
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a. CSXT's Indexing
is Lnohjective
and L'nncccssar>-

CSX f slated that it indexed the comparable group's revenues and variable costs to account for

the timing differences between the revenue and cost figures ot the movements in the comparable

group and those of the issue traffic According lo CSXT, indexing the comparable group's revenues

and vanable costs places the outdated comparable group R/VC calculations at the same price level

as that of the issue traffic The problem with CSXT's adjustments is that they were far from

objecliw because CSX I only included adjustments thai benefited itself and ignored adjustments

that potcntiall) would lower the compaiable gioup's adjusted R/VC ratios

CSXT ostensibly adjusted the rc\cnue and costs figures for the comparable group from 2002-

2U05 to 2007 levels in order to place them at the same le\els as the i&sue traffic Howe\er, the

comparable group's revenues and variable costs are not the only historic revenue and cost statistics

used in the STBs Ihrec Benchmark Methodology Namely, the S'IB's Three Benchmark

Melhodolog) also calls lor the use of historic revenue and variable cost data in the calculation of the

RSAM and R'VC IWI ratios I'ailure to adjust all vanable costs and revenues leads to a glaring

inconsistent:} in the application of the data What we arc left with after CSXT's indexing are

comparable group R/VC ratios nominally indexed to 2007 price levels, and RSAM and Revenue.,,,,,

ratios based on averages of 2002 to 2005 rates and costs The mismatch in levels between the

comparable group R/VC s and the RSAM and R/VC IIU) ratios obviously leaves an unknown and

'unexplored outcome to the maximum rate process CSX f failed to explore these issues, and left the

STB with u process that clearly does not produce a transparent outcome
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I he question then becomes why did CSXT nui index the data included in the RSAM and

R/VC ,w, ratios \vhen indexing the other re\ cnues and vanablc costs9 An\ iruly objective analysis

would have adjusted all revenues and costs to the same levels, including the RSAM and R/VC ll{l,

figures

h. CSXT1! Indexing
is Redundant

In addition lo being unobjecli ve and one-sided, the indexing of the sample group's revenue and

variable cost figures is redundant due to the presence of the RSAM revenue adcquacv adiusimcnl

(actor As the STB explained in Simplified Standards, the RSAM revenue adequacy adjustment

I act or LI designed to provide a ratio to adjust the rates in the comparison movements to reflect the

maximum la\s ful rates the carrier can charge captive traffic taking into consideration the railroad's

need lor adequate revenues - In other \\ords the Three Benchmark Methodology already adjusts

rales, in the comparable group in an effort fora railroad to achieve and maintain revenue adequacy

B\ indexing the revenue component of the comparable group to higher 2007 levels in order to

reflect rate increases, CSX f's proposal to reach revenue adequacy, while also applying a RSAM

icvenuc ad|ustment lactor designed to ad]ust rates to a revenue adequate level, would push the

comparable group s revenues be>ond that nece.ssar> for revenue adequacy Simply stated. CSXT

cannot double count its efforts to reach a revenue adequate rate levels

The SI B provided an example of CSX l"s unneccssarj index adjustments - The S FD provides

an example of a revenue adequate railroad heaping an index adjustment on top of revenues that

— Sec Simplified Standards ai 81
— Sec Simplified Standards at 85
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alrcad) placed the ruilroad in a revenue adequate position As the S I'B noted, indexing would only

place the railroad luriher above the revenue adequacy level The STB s logic also holds true for a

railroad that i& not cunemly revenue adequate, but is raising us rates to reach revenue adequacy

Stacking an adiustment for helping a currier to become revenue adequate on top of an adjustment

to re flea a railroad's increasing rates to reach revenue adequacy is clearly unnecessary and would

icsult in rates icflcclivc ol a position \\ell beyond revenue adequacy

c. CSXT I las Not Proven
the Market Has Shifted
in a '1 ransparent Manner

CSXT stales that it indexed the revenues in the comparable group to account for the significant

murkei ihanges and d> namics that have occurred in the chemical market between 2007 and the 2002

and 200^ time period Irom \vhich the comparable group was extruded - 'I here is no denying that

CSX I "s total revenues for the chemical group have increased between 2002 and 2007 However,

CSX I has not provided clear evidence of the cause of the increased revenues, or il'thc increased

revenues was attributable to all chemical traffic CSXT's use of publicly available changes in

icvenues per unit fni general chemical traffic fulls tar short of the transparency needed to pass the

S f B"s other relevant factors" standard to adjust the comparable group R/VC ratios Additionally,

much of this increase in revenues has not come from a shift in the markets and dynamics, but from

CSX'I 's collection of fuel surcharges

As indicated above. CSXf's mo revenue indexing processes rely upon changes in average

revenue per unit for CSXT's entire chemical business group CSXT s first method indexes the

- See CSX I Opening at 25
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comparable group's revenues based wholly upon historic clunges in the chemical business group's

average ic\enue per unit CSXT's second proposed indexing method us.es a combination of the

chemical business group data developed in Us first method and confidential revenue data developed

trom us internal traffic tiles The problem with both approaches is that thc> rely in whole or in part

upon changes in revenues for an entire business group, and not changes in revenues for the specific

commodit) or movements at issue CSX I* has failed to meet us burden of proof that the publicly

available pricing dalu lor CSXT's chemical business as a whole reflects chunges in the mo\ements

included in the comparable group

C SXT s vxebsile lists 2l) difletem major chemical groups in us chemical business group, with

multiple sub-categories within each macro group- While CSXT mav categorize all these

commodities us 'chemicals." the actual products are not nearly as homogenous and cover a wide

range ot commodities, including sand, plastics, petroleum coke, LPG and soda ash Each ol these

different commodities is driven by dilTcrcni market factors and conditions thai may have absolutely

nothing in common other than being included in CSXT's chemical business group CSXT has

presented no evidence that the changes in revenue and revenue per unit for its total chemical business

group has the same rate ot changes for the commodities included in the comparable group CSXT

carries the burden to show that these changes are necessary to reflect changes in the market for the

specific commodities CSXT has fallen well short of this mark

1 he SIB stated that parlies may present additional "other relevant factor" evidence for

indexing to show " market changes not reflected in the comparison group " - In this instance.

— Sec Imp w\\w is* cum/Tuscaction^cusioiuers pruiny, hsls-dctail&bui=C H&bun-Chcmicals#CSXT3200
accessed on rebnur) 27 2008

— See Simplified Standards al 85
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CSX1 has not shown that ihc changes in both its publicly published revenue statistics and its internal

confidential revenue data was due entirely to market changes

CSX1 shows its re\enuc indexing in terms of stronger pricing due lo changes in market

conditions slating thai indexing is necessary to account for " significant market changes and

dynamics for the shipments ot chemical traffic "* While changing market conditions may

account Tor some increases in revenues, a primary driver in higher 2007 chemical business revenues

has a!MI been increases in assessed tuel surcharges CSXT's Fourth Quarter. 2007 Quarterly

financial Report made this point crystal clear indicating the change in chemical revenues was due

to scxeiul factors, including higher fuel surcharges

Chemicals - Revenue and revenue per unit increases were
driven pnmanK bv improved pricing and a higher fuel
surcharge rale iL

In other words, both market and non-market issues have impacted CSXT's revenues in some

unknown combination

The S FB i decision in f.x Pane 661. Rtut Fuel Sun to/was, served January 26.2007 ("h \ Pane

061") de-linked railioad fuel surcharges Irom base transportation rates and instead linked railroad

fuel sui charges to actual operations - The STB stated

* See CSXT Opening at 2S
- CSX I Qiiancrl) 1 manci.il Report. Fourth Quarter. 2007 page IU
^ In i:ict the SIB look CSX 1 lo task m its IE\ Pane 661 decision lor attempt ing to .argue lliat a fuel surcharge was

.11 (.-venue enhancement tool rooted in differeniial pricing, and not just a means for recovering higher fuel costs Sec
L\ I>ant:6bl ai6
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Bccausc railroads rel> on differential pricing, under
which rales are dependent upon factors other than costs,
a surcharge that is tied to the level of the base rate, rather
than to fuel consumption for the movement to which the
surcharge is applied, cannot tairly be described as a cost
recovery mechanism

+**

The railroads \\ill ha\e a 90-dav transition period to
adjust their fuel surcharge programs -

As mandated hy the SID CSXT changed us fuel surcharge program from one based on a percentage

of base rates lo one based on a link to operations

CSXT clearly had increased revenues in 2007, hut it is not possible from publicly available data

to discei n \\ hat portion of the change was driven by changes in the transportation market and what

was dn\en h> increases in fuel surcharge revenues which are independent of the chemical

transportation market - CSXT carries the burden ot showing that the increases in chemical revenues

were due to changes in markets in a transparent manner CSXT has not met this burden

B. APPLICATION OF DUPONT'S
OTHER RELEVANT FACTORS

In m\ Opening VS 1 included tuo other relevant factors and quantified their application to

the calculation ol ihe Maximum R/W Ratio for the issue movements 'I he pioccdures described

and the anahsci contained in my Opening VS remain unchanged However, because the

- See L\ Pane 661 at 6
— CSXF nun in to argue ihul increases in lucl surcharge revenue uure due to changes in the fuel market, and

therefore linked to changes in markets This Mould be a red herring CSXT dearl} states ihdi u was looking ai
changes in the chemical mmsporuuiun market and not the tucl market, in advocating us adjustment
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comparablc groups and UK- Maximum R/VC Ratios have changed from m> Opening VS. I have

revised the calculations showing the application of DuPonl's other relevant factors

These revisions arc contained below under the following topics

1 STTV.s RSAM Ratio Adjusted for Efficicnc>

2 S'l li's RSAM and R/VC ,„,, Ratios Adjusted for the STB's New Cost of Capital
Methodology

I. STB's RSAM Ratio
Adjusted for Efficiency

At pages 11-12 of my Opening VS, I described the methodology I used to adjust the Sl'D's

RSAM lor efficiency I have not changed that methodology or its results in Reply

The results from using the STB's RSAM adjusted for efficiency to calculate the Maximum

R/VC Ratio for the final comparable groups are summan/ed in Table 6 below



-45-

Tdble Ci

Miiximum Rale for Issue Movements Using Efficiency kSAM and R/VOI80

hein_

3Q07 Rale per Car (Including fuel

Variable Cost per Car ;

R VC Ratio -

Maximum R VC Kdiio wuh
RSAM Adjusted tor Lfficiemy -'

MtiMmum Rate per Car-

4mount CSX I Kale per CJT
Kxix-cds MaMinum Rale per Car-'

[ Table I above
- 1 able 3 dbovc
- Line 1 -Line 2 \ 100
- electronic workpjpcn,
- I me 2 \ Line 4
- Line I - Line S

Ampihill -
\Vvandotic

(2)

&6.42G42

$1,61801

308%

S4 983 47

$1.44295

1 levdcn -
Quart

(3)

$5.91766

SI,481 71

399%

3ll°'o

S4.608 12

SI.309 54

lies den-
Wasmnyion

(4)

S3 604 86

SI.478 16

379%

3)1%

S4.S97 08

i 1.007 78

As shown in Table 6 above CSXT* rale for each ol'the issue movements (Line 1) exceeds

the rale based on the Maximum R/VC Ratio Ubing the RSAM adjusted for efficiency (Line 5) for

the comparable group by an amount ranging from $1,007 78 per car to SI 442 95 per car
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2. STBS KSAM and R/VC»ltl

Ratios Adjusted for the STB's
New Cost of Capital Methodology

Ai pages 13-15 ul my Opening VS I described the methodology 1 used to incorporate the

SFB\ lanuary 17 2008 decision in Ex Pane No 664 Meihudulopv to be Lmnlovudin

Deiewtinine the Railnwd ImluMiv \ COM of C annul ("Cost of Capital"^ to replace Us single-stage

Discounted Cash I low ("DCF") model with a Capital Asset Pricing Model ("CAPM") to

determine the cost of equity component in the cost of capital calculation I have not changed that

methodology 01 its results in Reply

'] he results from incorporating the CAPM cost of capita) methodology to calculate the

Maximum R/VC Ratio tor the final comparable groups are summarized in I able 7 below

Table 7

Minimum Kate for Issue Movements UsmeCAPM

1

T

^

4

5

6

_!

=
-
j

*
I

Item
(U

3Q07 Rule pur Or (Including
hiel Sur(.hai»e):

3QD7 VdiiablcCost pui Car -

R Vt' Kdliu -

M.iMiiiuin K VC Ratio with
KSAM Adjusted for CAPM -

Maximum Rate per Cji -

Amount C SX1 Ram pur Car
lAiecds Maximum Rntc per Cai

Table 1 above
Tiiblc 3 above
1 mv 1 -1 incJx 100
Electronic \\orkpapcrs
Line ^ x Line 4
Line 1 - Line S

Ampthill -
Wvandotie

(2)

&6 426 42

SI 01801

3«>7%

105?.

S4 9.14 93

SI 491 49

KSAM and

Hcyden -
Duart
0)

55 91 7 66

11.481 71

199" o

308%

S4 563 67

J 1.353 99

K/VOI80

Hevden -
Washintitun

(4)

S5 604 86

SI. 478 16

379tt/o

308" «

S4 552 73

SI 052 13
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As hhown in Table 7 above C'SX 1 "s rate for each ol the issue movements (1 me 1) exceeds

the rate based on the Maximum R/VC Ratio using the KSAM and R/VC m, ratios adjusted for

the CAPM cobt ol capital (1 me 5) for the comparable group by an amount ranging from

$ 1,052 13 pei car 10 $ 1.491 49 per car
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V. RELIEF FOR DUPONT

In this section of my Reply VS. I present the relief that DuPont is entitled to for the issue

movements based on the analyses and methodologies described above The results of my

anaUscs are shown in Table 8 below

Table 8

Estimated Relief to DuPont For Movements At Issue

Movement

(1)

1 Ampiliitl VA - W>andoiie Ml

2 Me\den NJ - Duan NC

Ho Jen NJ - Wellington WV

•4 Total

(in thousands)

STB's
RSAM and
R'VOISO

(2)

£604

$532

US

$1,154

Based on
bfficient

RSAM and
R/VOI80

13)

$779

£688

£2£

£1.492

CAPM
RSAM and
K/VO18Q

(•1)

$806

S71I

£26

SKS43

As ihmvn in Fable 8 above. DuPont is entitled to relief totaling SI 15 million using the

SI J3"s RS -VM and R/VC ,„,, ratios subject to the appropriate cap in Three-Benchmark cases. The

relief increases to SI 49 million using the RSAM and R/VC ,K ratios ad | us ted for efficiency and

lo SI 54 million using the RSAM and R'VC 1KII ratios adjusted onl> for the CAPM cost of capital

(i e . unadjusted for elficicncy) -- again subject to the appropriate cap

— See irleurnmc xvorkpapcrs file "Non-Ha/Relief Summary Repl\ xls' lor the detailed calculations



VERIFICATION

COMMONWEALTH OF VIRGINIA )
)

CITY OF ALEXANDRIA )

I. THOMAS D C ROWLEY. venl> under penalty of perjury thai I have read ihe foregoing
Verified Statement of "1 homas D Crowley that I know the contents thereof, and that the same are
true and correu Further I curtif) that I am qualified und authorized to file this statement

7
Thomas D Crowlcv

Sworn to and subscribed
before me this 51*1 dav of March. 2008

"^ /
S~J) L

Diane R Kavounis
Notar> Public lor the Slate of Virginia

V1> Commission expires November 30 2012
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Exhibit_(TDC-13)
Page 1 or2

Comparison of the Change in the Fuel Component
of the RCAF to the EIA's U.S. No. 2 Diesel

Quarter
(0

1. 1Q2002
2 2Q2002
3 3Q2002
4 4Q2002
5 1Q2003
6 2Q2003
7 3Q2003
8 4Q2003
9 1Q2004

10. 2Q2004
11 3Q2004
12 4Q2004
13 1Q200S
14 2Q2005
15 3Q2005
16 4Q2005
17 1Q2006
18 2Q2006
19 3Q2006
20 4Q2006
21 1 Q2007
22 2Q2007
23 3Q2007
24 4Q2007
25 1Q2008

Fuel Component
of the RCAF

(2)

874
825
944

1035
1007
1304
1063
113.3
110.8
1208
137.7
1483
171 5
1869
1936
2762
2264
2279
2652
2870
2459
235.9
2539
2764
3348

Cumulative
% Chanae

(3)

00%
-5 6%
80%

184%
152%
49 2%
21 6%
29 6%
26.8%
38 2%
57 6%
69 7%
96 2%

1138%
121 5%
2160%
1590%
1608%
203 4%
228 4%
181 4%
1699%
1905%
2162%
283 1%

E I A U S
No 2 Diesel

(4)

1178
1300
134.6
1437
161 7
1469
1463
1484
1587
171 7
1829
2097
206.6
2260
2564
2704
2500
284 1
2921
2558
254.7
2813
2897
327.0
3342

Cumulative
% Change

(5)

00%
103%
142%
21 9%
37 2%
24 7%
24 1%
26 0%
34 7%
45 7%
55 3%
78.0%
75 4%
91 8%

1176%
129.5%
112.2%
141 1%
1479%
1171%
116.1%
1387%
145.9%
1776%
183.7%
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Corrected RSAM Adjustment Calculation

E\hibit_(TDC-19)
Page 1 of 1

Four-Year
Item

(1)
Source

(2)
2002

(3)
2003
14)

2004

(5)

2005 Average I/
(6) (7)

STB's Calculations
1

2

Board RSAM Ratio

Board R/VC> 180

3 SIBRbAMMwfc-Up

CSXT's RSAM Adjustment
4

5

6

7

Shortlall (Alter -Tax)

CSX I Shortfall Calculation

CSXI Adjusted RSAM

CSX 1 Adjusted RSAM Mark-Up

Kx Pane 347 (Sub-No 2)

Cx Parte 347 (Sub-No 2)

Line 1 - Line 2

Line 1 - Line 2

Line4-( l -385%)2/

Line 2 + Line 5

Line 6- Line 2

286%

238%

120

48%

78%

316%

133

292%

239%

122

53%

86%

325%

136

292%

231%

126

61%

99%

330%

1 43

300%

236%

127

64%

104%

340%

1 44

2925%

2360%

124

57%

92%

327 8%

139

Corrected RSAM Adjustment
8

9

10

11

12

13

Income (I oss) from continuing
operations (before me taxe*)

Income 'I axes On Ordinary Ineomc

Effective Tax Rate

Corrected Shortfall Calculation

Corrected Adjusted RSAM

Corrected Adjusted RSAM Mark-Up

Sen 210. In 46

Sch 210, Ln63

Line 8- Line?

Line 4- (1 -1 me 10}

Line 2 * Line 1 1

Line 12 -Line 2

479.373

(21.562)

-4 5%

40%

284%

1 19

296.642

(50.403)

-170%

45%

284%

1 19

511,043

15.220

30%

63%

294%

127

963.736

249,418

259%

86%

322%

137

562,699

48,168

1 8%

60 1%

2% 1%

126

!/ Simple average ot Columns (3) to (6)
27 CSX I calculated an effective tax rale of 38 5%. including state taxes



Exhibit_(TDC-20)
Page 1 of 1

Federal Income Tax Provision Included In URCS By STB

2005 CSXT
Item Source Amount

(1) (2) (3)

1 CSX URCS Total Return On Investment @17 9% URCS DSP 1 LI35 $2,348,502
2 CSX URCS Total Return On Investment @12 2% URCS D8P1L135 I/ SI.600.655
3 Provision For Federal Income Tax Included In URCS By SI Line I - Line 2 $747,847

4 Actual Federal I axes CSX R-l Sch 210 Line 47 $220,345

5 Tax Provision Inc uded n URCS By STB In Excess Of _ . -.„„ „_
A . ,T n i * Line 3-Line 4 $527,502Actual Taxes Paid

I/ URCS developed without provision of federal income tax
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Message rage i 01

Moreno, Jeffrey

Subject: FW Week 52 Rail Volumes Rail Volumes Deteriorate Further During Volatile Christmas
Week

Attachments Week 52-07 xls. Disclaimer bet

From: Wolfe, Edward [mailto'ewolfe@bear com]
Sent: Thursday, January 03, 2008 11 22 AM
To: Wolfe, Ed (Exchange)
Subject: Week 52 Rail Volumes Rail Volumes Deteriorate Further During Volatile Christmas Week

Pasted below, we have included brief comments on Week 52 rail volumes and service
metrics We have also attached an Excel file with company and segment data

Our more in depth On Track note will be available tomorrow morning

BEAR
STEARNS

DISCLOSURES & REG AC Bkl.OW

Week 52: Rail Volumes Deteriorate Further During Volatile Christinas Week

VOLS DETERIORATE. Total Week 52 vols declined 6 0% y-o-y, deteriorated vs -2 8% and -3 2% in the prior
2 weeks and -2 3% for the full year In 4Q rails vols declined I 0%, unproved vs -2 4% last quarter and -2 8% in
IH 07 Vols for the Canadian rails declined -3 1% y-o-y and vols for the Big 4 U S rails were down 6 6% y-o-y
In 4Q vols for the Canadian rails were up 4 4%, improved vs +0 2% last quarter and vols for the Big 4 U S rails
were down 2 1%, unproved vs -3 0% last quarter

TIMING OF CHRISTMAS LIKELY A LARGE DRAG. Christmas occurred on a Tuesday this year,
impacting two full work da>& (Monday, Christmas Eve and Tuesday) whereas last year Christmas occurred on a
Monday, impacting just one full work day, with Christmas Eve occurring on a Sunday (Sunday is typically a
slower freight day) We expect the rails to make up that vol during 1Q although the first week could see similar
effects with New Years Day this year on a 'luesday vs Monday a year ago Continued weak demand as well as
the lingering effects of harsh weather conditions across the western US and Canada also contributed to the
decline in vols

BROAD RASED WEAKNESS. Vols declined y-o-y in 6 of 8 segments, led by declines in autos (-21%),
mlermodal (-8%) and paper/lumber (-22%) Coal vols declined 4% and gram vols declined 3% Minerals/stone
vols also declined 4% On the positive side, chemicals vols were flallish and metals were up a solid 5%

NSC AND CNI LESS WORSE AMONG THE CLASS I's. Harsh weather conditions in the Midwest continued
to impact BNI and UNP, with vols down 6% and 7%, respectively NSC was the least worst among the U S rails
this week, with vols down 5%, while CSX's vols were down 9% In Canada, CNI's vols were down 2% and CP's
vols were down 5%

3/4/2008



Message

MIXED SKRVICL METRICS. 3 of the 4 U S Class 1 rails reported faster train speeds while 3 reported
deteriorated dwell times BN1 reported the best y-o-y improvement in tram speeds while NSC reported the best y-
o-y improvement in dwell tunes In Canada, CNI's y-o-y tram speeds declined and y-o-y dwell times deteriorated
We note that complete ser\ ice metrics lor CP arc not available yet

Sec the attached spreadsheets and tomorrow's On Track note for more detail by company and by segment.

Have a great day'

Ed

TN
DearCosts"

i"«ir i»cin ' f 'ir hi' t H- ii

Looking far our latest models or research'* Afa\t M ay to access notes, reports and models is by clicking
on Bear's Research Library Click here to access research by company or analyst

K(|inl> Research
Annlvsl

Edward Wolfe

Scott Group

... ,, . Sector
I'huiitf L niai I

Airfreight & Surface
212-272-7048 ewolte@bcar com Transportation - Railroads

212-272-0692 sgroup@bear com

K.itui}>

Market Weight

Companies Analyzed

( (imp in\ Vmti

Union Pacific

Norfolk Southern

CSX Corporation

Canadian Pacific
Rail way (Canada)

Canadian Pacific
Railway (US)

Canadian National
(Canada)

Canadian National
(US)

Burlington Northern
Santa Fc

1 II kl 1. I'll! IT

C li.nl

LINE

NSC

CSX

CPCN

CP

CNR CN

CNI

BN.

• 1^1 11 n
( 1 11*1(1}!
i'llit

12424

4941

4345

6445

6445

4640

4640

8293

Km 1111:

Peer
E'erform
Outperform

Peer
Perform
Peer
Perform

Peer
Perform

Peer
Perform

Peer
Perform

Peer
Perform

i -H Hi
,.
I'nic

Kiskl l l l u i u i l i- iniliiikit)
iniliiilvri)

l<i\ (II

Analyst Certification

fhc Research Analyst(s) who prepared the research report hereby certify that the views expressed in this research report
accurately reflect the analyst(s) personal views about the subject companies and their securities The Research Analyst(s) also
certify (hat the Analyses) have not been, are not, and M ill not be receiving direct or indirect compensation for expressing the

3/4/2008
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specific recommendation^) or vicw(s) in this report

Edward Wolfe

Important Disclosures

Bear Stearns docs and seeks to do business with companies covered in its research reports As a result
investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of
this report
Customers of Bear Stearns in the United States can receive independent, third-party research on the
company or companies covered in this report, at no cost to them, where such research is available
Customers can access this independent research at wuw bcarsiciinu com/mdependisniresearch or can
call (800) 517-2327 to request a copy of this research
Investors should consider this report as only a single factor in making their investment decision

BNI Dear Steams is affiliated with (he specialist that makes a market m the common stock of this issuer, and such specialist
muy have a position (long or short) and may be on the opposite side of public orders in such common stock

For important disclosure information regarding the turn panics in this report, plua&c contact your registered representative at
1-800-999-2000, or write to Sandra Pa 11 ante. Equity Research Compliance, Bear. Stearns & Co Inc , 383 Madison Avenue,
New York. NY 10179

The costs and expenses of Equil) Research, including the compensation ol the analysl(s) that prepared this report, are paid
out of the Finn's total revenues, a portion of which is generated through invest men I bunking activities This report has been
prepared in accordance with the Firm's conflict management policies Bear Steams is unconditionally committed to the
integrity, objectivity, and independence of its research Bear Stearns research analysts and personnel report to the Director
of Research and are not subject to the direct or indirect supervision or control of any other firm department (or members of
such department) This publication and any recommendation contained herein speak only as of the date hereof and arc
subject to change without notice Bear Steams and its affiliated companies and employees shall have no obligation to update
or amend any information or opinion contained herein, and the frequency of subsequent publications, if any, remain in the
discretion of the author and the Firm

Bear, Stearns & Co Inc Equity Research Rating System Ratings for Stocks (vs analyst coverage universe) Outperform
(O) - Stock is projected to outperform analyst's industry coverage universe over the next 12 months Peer Perform (P) -
Stock is projected to perform approximately in line with analyst's industry coverage universe over the next 12 months
Undcrpcrfonn (U) - Stock is projected to underpcrfonn analyst's industry coverage universe over the next 12 months

Ratings for Sectors (vs regional broader market index) Market Overweight (MO) - Expect the industry to perform better
than the primary market index for the region (S&P 500 in the US) over the next 12 months Market Weight (MW) - Expect
the industry to perform approximately in line with the primary market index for the region (S&P 500 in the US) over the
next 12 months Market Underweight (MU) - Expect the industry- to undcrperform the primary market index for the region
(S&P 500 in the US) over the next 12 months

Edward Wolfe, Airfreight & Surface Transportation - Railroads
Union Pacific, Pacer International Inc, Norfolk Southern, CSX Corporation, Canadian Pacific Railway (Canada), Canadian
Pacific Railway (US), Canadian National (Canada). Canadian National (US). Burlington Northern Santa Fe

Bear. Steams & Co Inc Ratings Distribution as of September 30,2007 Percentage of BSC universe with this rating /
Percentage of these companies which were BSC investment banking clients in the last 12 months Outperform (Buy) 44 5 /
15 6 Peer Perform (Neutral) 4 8 4 / 9 3 Undcipcrform (Sell) 7 1 / 6 5

Ol HER DISCLAIMERS

111 is report has been prepared by Bear, Steams & Co Inc , Bear, Stearns International Limited or Bear Stearns Asia Limited
(together with their affiliates, "Bear Steams"), as indicated on the cover page hereof Responsibility for the content of this
report has been accepted by Bear, Steams & Co Inc for distribution in the United States If you arc a recipient of this
publication in the United States, orders in any securities referred to herein should be placed with Bear, Stearns & Co Inc
This report has been approved for publication in the United Kingdom by Bear, Stearns International Limited, which is
authorized and regulated by the United Kingdom hnancial Services Authority U K retail clients should contact their Bear,
Stearns International Limited representatives about the investments concerned This report is distributed in Hong Kong by
Bear Steams Asia Limited, which is regulated by the Securities and Futures Commission of Hong Kong Recipients of this
report from Bear Steams Asia Limited should contact representatives of the latter in relation to any matter referred to herein

3/4/2008
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Additional information is available upon request

Rear Steams and its employees, officers, and directors deal as printipjl m transactions involving the securities referred to
herein (or options or other instruments related thereto), including m transactions which may be contrary to any
recommendations contained herein Bear Stearns and its employees may also have engaged in transactions with issuers
identified herein Rear Stearns is affiliated with a specialist that ma> make a market in the securities of the issuers referred
to in this document, and such specialist may have a position (long or short) and may be on the opposite side of public orders
in such securities

I "his publication does not constitute an offer or solicitation ot an> transaction in any securities referred to herein Any
recommendation contained herein may not be suitable tor all investors Although the information contained in the subject
report (not including disclosures contained herein) has been obtained from sources we believe to be reliable, the accuracy
and completeness of such information and the opinions expressed herein cannot be guaranteed This publication and any
recommendation contained herein speak only as of the date hereof and are subject to change without notice Bear Stearns
and its affiliated companies and employees shall have no obligation to update or amend any information or opinion
contained herein

This publication is being furnished to you for informational purposes only and on the condition that it will not form the sole
basis for any investment decision Each investor must make their own determination of the appropriateness of an investment
m any securities referred to herein based on the lax, or other considerations applicable to such investor and its own
investment strategy By virtue of this publication, neither Rear Steams nor any of its employees, nor any data provider or
any of its employees shall be responsible for any investment decision Iliis report may not be reproduced, distributed, or
published without the prior consent of Bear Stearns O2008 All rights reserved by Bear Steams Bear Steams and its logo
arc registered trademarks of The Bear Stearns Companies Inc

111 is report may discuss numerous securities, some of which may not be qualified for sale in certain states and may therefore
not be offered to investors in such states This document should not be construed as providing investment services Investing
in non-U S securities including ADRs involves significant risks such as fluctuation of exchange rates that may have adverse
effects on the value or price of income derived from the security Securities of some foreign companies may be less liquid
and prices more volatile than securities of U S companies Securities of non-U S issuers may not be registered with or
subject to Securities and Exchange Commission reporting requirements, therefore, information regarding such issuers may
be limited

NOTE TO ACCOUN I' LXBCUIIVES For securities that arc not listed on the NYSL, AMCX, or Nasdaq National Market
System, check the Compliance page of the Bear Steams Intranet site for State Blue Sky data prior to soliciting or accepting
orders from clients CIR 230 Disclaimer Bear Steams docs not provide tax. legal or accounting advice You should consult
your own lax, legal and accounting advisors before engaging in any transaction In order for Bear Steams to comply with
Internal Revenue Service Circular 230 (if applicable), you are notified that any discussion of U S federal tax issues
contained or referred to herein is not intended or written to be used, and cannot be used, for the purpose ol (A) avoiding
penalties that may be imposed under the Internal Revenue Code, nor (B) promoting, marketing or recommending to another
party any transaction or matter discussed herein
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EASTERN RAILROADS

Inlermodal
Automotive
Coal
Gram
Chemicals
Paper/Lumber
Metals
Minerals/Stone
Total Carloads

F07Weck52
-109%
-101%
•125%

24%
18%

-140%
08%

-107%
•86%

CSX
6 wk rolling

-30%
-94%
29%
36%
71%

•126%
03%
-82%
-25%

QTD
-42%
-35%
22%
-11%
58%

-141%
-33%
-68%
•31%

YTD
•34%
-51%
-18%
-31%
26%

•126%
-22%
-76%
-34%

F07Week52
-45%

-324%
-20%
•95%
52%

•122%
92%
-83%
47%

NSC
6 wfc rolling

-25%
-40%
-65%
-17%
23%
-98%
39%

-64%
-34%

QTD
-42%
21%
•52%
18%
42%
-93%
32%
•37%
•30%

YTD
-42%
-50%
-31%
00%
33%
•69%
-70%
-41%
•39%

WESTERN RAILROADS

Inlermodal •
Automotive
Coal
Gran
Chemicals
Paper/Lumber
Metals
Minerals/Stone
Total Carloads

F07Week52
-118%
-179%
-16%
60%
09%

-281%
•63%
96%
•63%

BNI
6 wk rolling

-75%
-86%
-09%
105%
79%

-178%
21%

176%
-26%

QTD
-89%
-40%
03%

128%
73%

•173%
25%
76%

-30%

YTD
-66%
-31%
03%
33%

115%
-186%

01%
-11%
-31%

F07Week52
-90%

•205%
-41%
10%
10%

•224%
17%
19%

•69%

UNP
6 wk rolling

•14%
-53%
-01%
19%
37%

-139%
06%
55%

-12%

QTD
-09%
-32%
30%
50%
55%

•130%
•05%
37%
01%

YTD
05%
-42%
05%

•48%
33%

-158%
•40%
•69%
-13%

CANADIAN RAILROADS

Intermodal
Automotive
Coal
Gran
Chemicals
Paper/Lumber
Metals
Minerals/Stone
Total Carloads

F07Week52
53%

-285%
79%

•135%
02%

-291%
273%
-29%
•19%

CN
6 wk rolling

45%
-66%
-38%
-55%
26%

-157%
157%
49%
50%

QTD
42%
65%
-48%
-12%
50%

-131%
141%
20%
53%

YTD
01%
41%

-109%
-20%
44%

-127%
62%

-48%
•11%

F07Week52

29%
•114%
•64%

-245%
-115%
-293%
144%

•137%
•53%

CP
6 wk rolling

70%
-29%
-22%
-23%
37%

-140%
168%
-63%
26%

QTD
69%
63%
-57%
•47%
51%

-123%
120%
-33%
27%

YTD
67%
24%
-41%
-02%
122%

-163%
-38%
-32%
28%

SMALL CAP RAILROADS

Intermodal
Automotive
Coal
Gram
Chemicals
Paper/Lumber
Metals
Minerals/Stono
Total Carloads

F07Week52
344%

-475%
00%

-295%
-214%
-335%
-83%
101%
-76%

KCSM (Mexico only)
6 wk rolling QTD

149%
-10%

5075%
•199%
•156%
-235%
-42%
146%
•16%

163%
•12%

11949%
-130%
-125%
-257%
-97%
150%
43%

YTD
141%
27%

5520%
02%

-68%
-181%
-143%

80%
03%

F07Week52
-598%
-315%
-189%
-158%
196%
-39%
124%
446%
-214%

KCS(US
6 wk rolling

-490%
297%
-06%
-24%
161%
-92%
71%
19%

-134%

only)
QTD

-343%
445%
-17%
•22%
128%
-85%
111%
81%

•96%

YTD
-190%
322%
30%

-09%
54%
-86%
•55%
26%

-50%
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